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34-16934 IRWIN SCHLOSS 

Where president of exchange mem- 
ber firm failed to exercise proper 
supervision over his firm’s special- 
ist activities, thereby permitting his 
firm to effect transactions in securi- 
ties in which it specialized which 
were not reasonably necessary for 
the maintenance of fair and orderly 
markets in those securities, held, 
exchange’s finding of violation sus- 
tained and sanction affirmed. 
34-16935 STEPHEN C. COKER 

Where officer of registered broker- 
dealer and registered investment 
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adviser participated in fraudulent 
activities, and shared responsibility 
for recordkeeping and net capital 
violations; and where officer had 
been enjoined from violating anti- 
fraud provisions and a SIPC trustee 
had been appointed for his broker- 
dealer firm, held, in public interest 
to bar officer from association with 
broker, dealer, or investment ad- 
viser. 
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SECURITIES ACT OF 1933 
Release No. 6215/June 23, 1980 


In the Matter of 


NYEMASTER, GOODE, McLAUGHLIN, EMERY & 
O'BRIEN PARTNERSHIP EMPLOYEES PROFIT 
SHARING PLAN 

Tenth Floor Hubbell Building 

Des Moines, lowa 50309 


(18-75) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE ACT FOR AN ORDER 
EXEMPTING FROM THE PROVISIONS OF SECTION 5 
OF THE ACT INTERESTS OR PARTICIPATIONS 
ISSUED IN CONNECTION WITH THE NYEMASTER, 
GOODE, McLAUGHLIN, EMERY & O’BRIEN 
PARTNERSHIP EMPLOYEES PROFIT SHARING 
PLAN 


NOTICE IS HEREBY GIVEN that the law firm of 
Nyemaster, Goode, McLaughlin, Emery & O’Brien 
(the “Applicant” or “Firm” hereinafter), an lowa 
partnership, has by letter dated March 20, 1980, 
applied for an exemption from the registration 
requirements of the Securities Act of 1933 (“Act”) 
for any participations or interests issued in 
connection with the Nyemaster, Goode, McLaughlin, 
Emery & O’Brien Partnership Employees Profit 
Sharing Plan (“Plan”). All interested persons are 
referred to that document, which is on file with the 
Commission, for the facts and representations 
contained therein, which are summarized below. 
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|. INTRODUCTION 


The Plan covers all employees and partners, other 
than owner-employees as defined in Section 
401(c)(3) of the Internal Revenue Code of 1954 as 
amended (“Code”), who have reached age 25, and 
completed 3 years of service. Participation in the 
Plan is automatic and each person becomes a Plan 
participant on July 1 or January 1 followinghis or her 
satisfaction of the eligibility requirements. 


Applicant states that the Plan is operated exclusively 
for the benefit of Plan participants and their 
beneficiaries. Applicant states further that 
participation in the Plan ends upon a participant's 
termination of employment for whatever reason or 
upon his or her becoming an owner-employee of the 
Firm. There are presently 28 Plan participants. 


Applicant represents that the Plan is a profit-sharing 
plan of the type commonly referred to as a “Keogh” 
plan, which covers persons, (in this case, certain 
partners of the Firm) who are “employees” within the 
meaning of Section 401(c)(1) of the Code. 
Therefore, even though the Plan is qualified under 
Section 401 of the Code, the exemption provided by 
Section 3(a)(2) of the Act is inapplicable to interests 
in the Plan, absent an order of the Commission. 


In relevant part, Section 3(a)(2) of the Act provides 
that the Commission may exempt from the 
provisions of Section 5 of the Act any interests or 
participations issued in connection with the profit- 
sharing plan which covers employees, some or all of 
whom are employees within the meaning of Section 
401(c)(1) of the Code, if and to the extent that the 
Commission determines this to be necessary or 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and the provisions of the 
Act. 


Il. DESCRIPTION AND ADMINISTRATION OF THE 
PLAN 


Applicant states that the Plan was originally adopted 
on December 9, 1975, and made effective January 
1, 1975. On March 14, 1978, the Plan was amended 
and restated in its entirety, effective January 1, 
1978, to comply with final regulations issued under 
the Code and the Employee Retirement Income 
Security Act of 1974 (“ERISA”) and to make certain 
other changes in the operational format of the Plan. 
On July 11, 1978, the Internal Revenue Service 
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issued a favorable determination letter as to the 
qualified status of the restated Plan, and its related 
trust, under Sections 401(a) and 501(a) of the Code. 
On June 22, 1979, a First Amendment to the 
amended and restated Plan was adopted, the 
purpose of which was to comply with final 
regulations regarding ‘Hours of Service” and “Joint 
and Survivor Annuities” adopted by the Internal 
Revenue Service and Department of Labor. 


The Plan is a profit-sharing plan, the assets of which 
are administered through a Trust Fund by at least 
five Trustees (“Trustees”), all of whom are appointed 
by the Applicant and serve at the Applicant’s 
pleasure. Currently approximately one-half of the 
trust fund is invested under a Group Annuity 
Contract with Bankers Life Company, Des Moines, 
lowa which consists of fixed income investments 
such as mortgages and bonds; and one-half under a 
Repurchase Agreement with Central National Bank 
and Trust Company, Des Moines, lowa, which pays 
daily interest and is secured by long-term 
government securities. 


Applicant states that the Plan is subject to the 
reporting, disclosure, participation, vesting, and 
fiduciary responsibility requirements of Title | of 
ERISA. 


There are currently five Trustees, all of whom are 
partners of the Firm and Plan participants. The 
Trustees have the authority to control, manage and 
invest the assets of the Trust Fund, except with 
respect to a Plan asset under the control or direction 
of a properly appointed Investment Manager or with 
respect to a Plan asset subject to Employer, 
Participant or Advisory Committee direction of 
investment. Currently, no investment Manager has 
been appointed and there are no Plan assets subject 
to Employer or Advisory Committee direction of 
investment. However, the Plan provides that unless 
otherwise directed by a Plan participant, the Trustee 
will deposit all contributions by or on behalf of such 
participant under the Group Annuity Contract 
between the Trustee and Bankers Life Company, so 
long as it remains in effect. 


The Plan has an Advisory Committee consisting of 
five members, all of whom are appointed by the Firm 
and serve at the Applicant’s pleasure. The Advisory 
Committee has over-all responsibility and authority 
for the administration of the Plan, including the 
interpretation of Plan provisions, the establishment 
and enforcement of Plan rules and regulations, the 
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determination and authorization of Plan benefits, 
and the payment of proper expenses of Plan 
administration. The Applicant is the Plan 
Administrator and has the responsibilities assigned 
by ERISA to the Administrator of an employee 
benefit plan. 


Applicant states that all employer contributions to 
the Plan are made by the Firm out of its net profits. In 
addition, voluntary contributions by participants are 
permitted, but not required. Participant voluntary 
contributions to the Plan may be made at any time 
and in any amount or amounts which, in the 
aggregate for each plan year, do not exceed 10% of 
his or her compensation (which includes salary, 
bonuses, overtime payments, and, in the case of a 
partner, his or her distributive share of the Firm’s net 
income) for that year. Catch-up voluntary 
contributions are permitted based upon plan years 
during which a participant failed to make the 
maximum allowable voluntary contribution. 


Applicant states that an employer account is 
maintained under the Plan on behalf of each Plan 
participant, to which the Applicant’s contributions to 
the Trust Fund on his or her behalf are credited. As of 
the close of each plan year, the Firm contributes to 
the Trust Fund, an amount equal to 4% of its current 
net profits plus such additional amount from its 
current net profits as the Firm may, from time to 
time, deem advisable; provided, however, in the 
absence of a determination, the Firm. shall 
contribute an additional amount which, when added 
to 4% of its current net profits, will produce a 
maximum deductible contributioin on behalf of the 
partner who is not an owner-employee with the 
highest Earned Income during the taxable year. 
Each annual Applicant contribution is first allocated 
and credited to each participant’s account in an 
amount equal to that percent of the Firm 
contribution which is in the same proportion that 
each participant’s compensation in excess of 
$17,700 for the plan year bears to the total 
compensation in excess of $17,700 of all 
participants for the plan year; provided, however, the 
maximum amount of the Applicant’s annual 
contribution allocated to the account of a participant 
for any plan year will not exceed 7% of his or her 
compensation in excess of $17,700 for that plan 
year. The balance, if any, of the Applicant’s annual 
contribution in excess of the amount allocated as 
indicated above, is allocated to each Plan 
participant’s account in the same proportion that the 
ratio of his or her compensation for the plan year 
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bears to the compensation of all participants for the 
plan year. Applicant states that its contributions are 
comingled inthe Trust Fund, the earnings and losses 
of which are allocated proportionately to each 
employer account unless any participant has 
directed that all or any portion of his or her account 
balance be invested in a specific asset, in which 
event the earnings relating to that specific 
investment are allocated to the directing 
participant’s account. 


Applicant states that a voluntary account is main- 
tained on behalf of each Plan participant to which his 
or her voluntary contributions, if any, to the Trust 
Fund, are credited. Voluntary contributions are 
comingled with other assets of the Plan and a 
participant’s voluntary account shares 
proportionately in the earnings and losses of the 
Trust Fund unless, as described above, the 
participant directs otherwise. A participant is at all 
times 100% vested in his or her voluntary account in 
an amount not exceeding the less of (i) the aggregate 
of his or her voluntary contributions not previously 
withdrawn, or (ii) the balance in such account. 


Applicant represents that it has provided and will 
continue to provide participants with adequate 
disclosure of all material facts prior to the making of 
voluntary contributions. Such disclosure is 
accomplished by the distribution of Summary Plan 
Descriptions, summaries of material modifications, 
if any, to the Plan and Summary Annual Reports 
which include a summary of the investment 
performance of the trust fund. Each participant is 
provided with an annual statement of his or her 
employee account, his or her vested interest therein, 
and his or her voluntary account. 


Applicant also represents that it has not distributed, 
and does not intend to distribute any type of 
promotional material relating to the Plan (other than 
material required to be distributed by ERISA) and 
has not solicited and does not intend to solicit 
voluntary contributions. 


Applicant contends that were the Firm acorporation, 
rather than a partnership, interests or participations 
issued in connection with the Plan would be exempt 
from registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Applicant argues that 
the mere fact that it conducts its business as a 
partnership rather than as a corporation should not 
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result in a requirement that interests in the Plan be 
registered under the Act. 


Applicant suggests that Congress excepted interests 
and participations issued in connection with plans 
covering self-employed individuals from the express 
exemption provided by Section 3(a)(2) of the Act 
primarily out of concern over interests in comingled 
or collective Trust Funds which might be marketed 
by sponsoring financial institutions to self-employed 
persons unsophisticated in financial matters and 
that its Plan is not a master or prototype plan 
marketed to the public by a sponsoring financial 
institution. Applicant states that it is engaged in 
furnishing legal services of the type which 
necessarily involve financially sophisticated and 
complex matters, and for that reason, as well as the 
extensive administrative control over the Plan 
maintained by the Firm, the interests of the partners 
of the Firm who are plan participants, as well as the 
interests of all plan participants, are adequately 
protected. 


For all of the foregoing reasons, Applicant believes 
that the Commission should issue an order finding 
that an exemption from the provisions of Section 5 of 
the Act for interest or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 18, 1980 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his or her interest, the 
reason for such request, and the issues, if any, of fact 
or law proposed to be controverted, or he or she may 
request that he or she be notified if the Commission 
should order a hearing thereon. Any such 
communication shall be addressed to the Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. An order disposing of the matter will be 
issued as of course following July 18, 1980 unless 
the Commission thereafter orders a hearing upon 
request, or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
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or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6216/June 23, 1980 


In the Matter of 


MORRISON & FOERSTER RETIREMENT PLAN 
One Market Plaza 

Spear Street Tower 

San Francisco, CA 94105 


(18-72) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE SECURITIES ACT OF 1933 
FOR AN ORDER EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS ISSUED IN 
CONNECTION WITH THE MORRISON & FOERSTER 
RETIREMENT PLAN 


NOTICE IS HEREBY GIVEN that the law firm of 
Morrison & Foerster (the “Applicant” or the “Firm”), 
a California partnership has, by letter dated February 
20, 1980, applied for an exemption from the 
registration requirements of the Securities Act of 
1933 (the “Act”) for any participations or interests 
issued in connection with the Morrison & Foerster 
Retirement Plan (the “Plan”). All interested persons 
are referred to that document which is on file with 
the Commission for the facts and representations 
contained therein, which are summarized below. 


|. INTRODUCTION 


The plan covers only partners in the Firm. All 
partners enter the plan on the date they become 
partners. At the present time there are 58 
participants in the Plan. 


Applicant states that the Plan is of a type, commonly 
referred to as a “Keogh” or “H.R. 10” Plan, which 
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covers persons (in this case the Firm’s partners) who 
are “employees” within the meaning of Section 
401(c)(1) of the Internal Revenue Code of 1954 as 
amended (“Code”), and therefore, is excepted from 
the exemption provided by Section 3(a)(2) of the Act 
for interests or participations in employee benefit 
plans of corporate employers. Therefore, even 
though the Plan is qualified under Section 401 ofthe 
Code, the exemption provided by Section 3(a)(2) is 
inapplicable to the interests in the Plan, absent an 
order of the Commission. 


In relevant part, Section 3(a)(2) provides that the 
Commission by rules and regulations or order, may 
exempt from the provisions of Section 5 of the Act 
any interest or participations issued in connection 
with a pension or profit-sharing plan which covers 
employees, some or all of whom are employees 
within the meaning of Section 401(c)(1) of the Code, 
if and to the extent that the Commission determines 
this to be necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


The Plan has been determined by the United States 
Internal Revenue Service to be a qualified plan 
under Section 401(a) of the Code. 


Il. DESCRIPTION AND ADMINISTRATION OF THE 
PLAN 


Administration of the Plan is in the following 
persons: the Management Committee of the Firm; 
the Benefits Committee appointed by the 
Management Committee of the Applicant (the “Plan 
Committee”); the Trustees of Trust A, all of whom are 
members of the Firm; and the Custodian, Crocker 
National Bank. The Management Committee has the 
duty and authority to appoint and remove trustees 
and members of the Plan Committee. The Plan 
Committee interprets the Plan, administers the Plan 
in separate accounts for each participant and makes 
decisions with respect to distribution of Plan funds 
within the terms of the Plan. The Trustees of Trust A 
have responsibility for the investment of the trust 
funds upon the instructions of the Plan Committee 
and instructions from an investment manager 
appointed by the Plan Committee. The current 
investment manager, Harris, Bretail & McEldowney, 
Inc., is registered under the Investment Advisers Act 
of 1940. 


The Plan provides that for each Plan Year the 
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partners shall contribute an amount equal to six 
percent (6%) of the partner’s annual compensation 
plus seven percent (7%) of the partner’s annual 
compensation in excess of the Social Security 
taxable wage base for the year. In no event shall any 
contribution for a participating partner exceed 
$7,500 for any year or be made with respect to 
compensation in excess of $100,000 for a Plan Year. 
No contribution shall be made with respect to the 
aggregate compensation paid to or for any partner 
owning more than ten percent (10%) of either the 
capital or profits interest of the Firm for any Plan 
Year. (There are presently no partners in this 
category). 


Each participant may make voluntary contributions 
to the Plan of an amount up to ten percent (10%) of 
his or her aggregate compensation for the Plan Year 
for which the contribution is made. Voluntary 
contributions may be withdrawn in whole or in part, 
but only at such times as the Plan Committee may 
prescribe. No part of any such withdrawals shall be 
from income while a member of the partnership. 


Required contributions are invested by the Plan 
Committee in a fund designed to provide for relative 
safety of principal. The fund may consist of bank 
certificates of deposit, savings accounts, money 
market instruments, Treasury bills, insurance 
company contracts, a pooled fixed income fund 
such as the fixed income fund of the American Bar 
Retirement Association Master Partnership Trust, or 
similar investments. Voluntary contributions may be 
divided by the partner between the fixed income 
fund and an equity fund managed by the investment 
manager. All assets of the Trust are held by the 
Custodian. 


The Applicant contends that if the Firm were a 
corporation, interests and participations issued in 
connection with the Plan would be exempt from 
registration under Section 3(a)(2) of the Act, 
because no person who would be an “employee” 
within the meaning of Section 401(c)(1) of the Code 
would participate in the Plan. Only because tre 
partners are employees within the meaning of 
Section 401(c)(1) of the Code is registration under 
the Act required. The Applicant submits that the 
mere fact that the Firm conducts its business as a 
partnership rather than as a corporation should not 
result in a requirement that interests in the Plan be 
registered under the Act. 


The Applicant further submits that the 
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characteristics of the Plan are essentially typical of 
those maintained by many single corporate 
employers and that the legislative history of the 
relevant language in Section 3(a)(2) of the Act does 
not suggest any intent on the part of Congress that 
interests issued in connection with single-employer 
Keogh plans necessarily should be registered under 
the Act. Rather, the intent of Congress is excluding 
from the exemption plans in which self-employed 
persons were participants was to prevent the sale 
without registration of interests or participations in 
comingled or collective Keogh funds offered by 
financial institutions to self-employed persons who 
lack the sophistication in the securities field to 
protect themselves and their employees. The 
Applicant argues that the Plan is distinguishable 
from such funds. The Applicant states that the Plan 
covers employees of a single firm and is not a 
uniform prototype plan of a type designed to be 
marketed by a sponsoring financial institution or 
promoter to numerous unrelated self-employed 
persons. The applicant argues that the Plan does not 
present the risks associated with the sale of interests 
or participations with which Congress was primarily 
concerned when it drafted Section 3(a)(2). 


The Applicant further submits that the provision 
permitting the Commission to issue an order of 
exemption pursuant to Section 3(a)(2) of the Act was 
included in order to make available an exemption for 
partnership retirement plans such as the Firm’s 
where the plan and the entity involved are 
comparable to corporate plans which are exempted 
by the same Section of the Act. 


The Applicant states that the Firm is engaged in 
providing legal services which necessarily involve 
sophisticated and complex financial matters and, 
for that reason as well as the extensive administra- 
tive control over the Plan maintained by the Firm, is 
able to represent adequately its own interests and 
those of its partners. The Applicant represents that 
no solicitation of voluntary contributions has or will 
be made, although a simple notice has been 
supplied to all participants stating that any partici- 
pant may make voluntary contributions. 


The Firm does not request any exemption from the 
provisions of Section 17 of the Act, any other 
applicable antifraud provisions contained in the 
securities laws or any rules adopted pursuant 
thereto. 


For all of the foregoing reasons, Applicant believes 
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that the Commission should issue an order finding 
that an exemption from the provisions of Section 5 of 
the Act for interests or participations issued in 
connection with the Plan is appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 18, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his or her interest, the 
reason for such request, and the issue, if any, of fact 
or law proposed to be controverted, or he or she may 
request that he or she be notified if the Commission 
should order a hearing thereon. Any such 
communication shall be addressed to the Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request shall be served 
personally or by mail upon the Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with 
the request. An order disposing of the matter will be 
issued as of course following July 18, 1980 unless 
the Commission thereafter orders a hearing upon 
request, or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
or orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 6217/June 24, 1980 


In the Matter of 


WILLKIE, FARR & GALLAGHER PENSION PLAN 
FOR PARTNERS AND ASSOCIATES 

One Citicorp Center 

153 East 53rd Street 

New York, NY 10022 
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(18-73) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE WILLKIE, 
FARR & GALLAGHER PENSION PLAN FOR 
PARTNERS AND ASSOCIATES 


Willkie, Farr & Gallagher, a law firm organized as a 
partnership under New York law, filed an application 
on February 29, 1980, for an exemption from the 
registration requirements of the Securities Act of 
1933 (“Act”) for interests or participations issued in 
corinection with the Willkie, Farr & Gallagher 
Pension Plan for Partners and Associates (“Plan”). 


On May 29, 1980, a notice was issued (Securities Act 
Release No. 6213) of the filing of the application. The 
notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing 
of the application would be issued as of course 
unless a hearing should be ordered. No request fora 
hearing has been filed and the Commission has not 
ordered a hearing. 


The matter has been considered and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in 
connection with the Plan shall not be subject to the 
requirements of Section 5 of the Act, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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NOTICE OF FILING AND EFFECTIVENESS OF 
PROPOSED RULE CHANGE BY CHICAGO BOARD 
OPTIONS EXCHANGE, INCORPORATED 


File No. SR-CBOE-80-15 


The Chicago Board Options Exchange, Incorporated 
submitted on May 30, 1980, a proposed rule change 
pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934 (the “Act’’) to provide for the 
termination within six months of leases of special 
(i.e., former Midwest Stock Exchange options) 
memberships entered into after July 18, 1978. 


The foregoing rule change has become effective, 
pursuant to Section 19(b)(3)(A) of the Act. At any 
time within sixty days of the filing of the proposed 
rule change, the Commission may summarily 
abrogate the rule change if it appears to the 
Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Act. 


Publication of the submission is expected to be 
made inthe Federal Register during the week of June 
23, 1980. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within 21 days from the date of 


publication in the Federal Register. Persons desiring 
to make written comments should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-80-15. 


Copies of the submission, all subsequent 
amendmerts, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
3 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16915/June 20, 1980 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-80-19) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”), notice is hereby given that on June 17, 1980, 
the American Stock Exchange, Inc. (“Amex”) filed 
with the Commission copies of a proposed rule 
change to further implement its puts expansion 
program.' During this phase, Amex intends to list 
and institute trading in ten new puts classes on 
securities underlying its non-multiply traded call 
options classes, as well as in puts classes on any 
underlying security on which Amex calls are multiply 
traded, if another options exchange also intends to 
list such puts.? 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 30 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-Amex-80-19. 





1Prior phases of Amex’s puts expansion program, 
during which Amex added twenty new puts classes, 
were approved by the Commission on May 6 and 28, 
1980, in Securities Exchange Act Release Nos. 
16788 and 16851. 


2Amex intends to implement this phase in two 
stages, with trading commencing in the first five 
non-multiply traded puts classes on June 27, 1980, 
followed by the remaining five classes on July 11, 
1980. 
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Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing thereof In 
the March 26, 1980 policy statement announcing 
the termination of the moratorium on the expansion 
of standardized options trading, the Commission 
stated that it perceives certain benefits with respect 
to the listing of both puts and calls on the same 
underlying security.2 In the March 1980 policy 
statement the Commission also indicated that inthe 
absence of significant operational or surveillance 
problems encountered by the options exchanges or 
difficulties experienced by member firms in 
handling current or anticipated trade volume, it 
anticipated giving expedited treatment to puts 
expansion rule proposals. No comments were 
received by the Commission concerning this aspect 
of the March 1980 policy statement. Amex has 
indicated that the prior phases of its puts expansion 
program have proceeded without any apparent 
adverse effect on the exchange’s surveillance or 
operational capabilities or on member firm back 
office operations. Amex has also represented that its 
surveillance and operational capabilities and the 
back office capacity of its member firms are 
adequate to handle any increased volume that may 
result from the further implementation of its puts 
expansion program. The Commission has no 
information currently before it which is contrary to 
these representations. 





3Securities Exchange Act Release No. 16710 (March 
26, 1980) (“March 1980 policy statement). 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16916/June 20, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE PACIFIC STOCK EXCHANGE, 
INCORPORATED 


File No. SR-PSE-80-12 


The Pacific Stock Exchange, Incorporated 
submitted on June 9, 1980, a proposed rule change 
under Rule 19b-4 to define combination orders and 
extend to such orders a limited exception to book 
priority and to clarify the definitions of spread orders 
and straddle orders. 


Publication of the submission is expected to be 
made inthe Federal Register during the week of June 
23, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal! Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-80-12. 


Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
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amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16917/June 23, 1980 


In the Matter of 


MUNICIPAL SECURITIES RULEMAKING BOARD 
Suite 507 

1150 Connecticut Avenue, N.W. 

Washington, D.C. 20036 


(SR-MSRB-77-12 and SR-MSRB-79-4) 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGES AND ORDER APPROVING PROPOSED 
RULE CHANGES 


The Municipal Securities Rulemaking Board (the 
“MSRB”) submitted on September 20, 1977, a 
proposed rule change to MSRB rule D-8, which 
defines the term “bank dealer” for purposes of the 
MSRB’s rules.! The proposed amendment would 
modify the current definition of “bank dealer” to 
exclude from MSRB regulation, except as otherwise 
provided by MSRB rule, the fiduciary activities of 
bank municipal securities dealers. The proposed 
amendment to rule D-8 was subsequently amended 
on June 30, 1978, to specify the fiduciary activities 
which would be excluded from the scope of MSRB 
regulation.2 On May 24, 1979, the MSRB filed with 
the Commission under Rule 19b-4, 17 CFR 240.19b- 
4, proposed rule changes to modify MSRB rules D- 
11, G-13, and G-19.2 The proposed amendments 
would modify the definition of “associated persons” 
in rule D-11, reorder subsections of rule G-13 
without textual change, and modify rule G-19 with 
respect to suitability of recommendations 
concerning municipal securities. 


The Commission received two comment letters on 


the proposed amendment to rule D-8, expressing 
differing views on the appropriateness of the 
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proposal.* The Commission did not receive any 
comments on the proposed amendments to rules D- 
11, G-13, and G-19. By letter dated May 27, 1980, 
the MSRB advised the Commission that it wished to 
withdraw the proposed amendments to rules D-8 
and D-11 from further consideration. In the letter, 
the MSRB stated that it no longer believes the 
proposals are necessary to clarify the focus of 
certain definitional rules. All written statements with 
respect to the proposed rule change to MSRB rule D- 
8 which were filed with the Commission and all 
written communications relating to the proposed 
rule change between the Commission and any 
person were considered and were made available to 
the public at the Commission’s public reference 
room. 


The Commission has considered the above- 
mentioned letter from the MSRB as a request for 
consent to the withdrawal of the proposed 
amendments to MSRB rules D-8 and D-11. 
Accordingly, the proposed amendments to these 
rules in the reference submissions are withdrawn. 





1Notice of that filing was published in Securities 
Exchange Act Release No. 13987 (Sept. 22, 1977), 


42 FR 49856 (1977). The proposed amendment to 
rule D-8 was originally filed as part of a series of rules 
referred to as the MSRB “fair practice” rules. The 
Commission approved the fair practice rules, with 
certain exceptions including proposed rule G-23 and 
the proposed amendment to rule D-8, in Securities 
Exchange Act Release Nos. 15247 and 15248 (Oct. 
19, 1978), 43 FR 50525 (1978). The Commission 
approved proposed MSRB rule G-23, to establish 
standards of ethical conduct and certain other 
requirements applicable to municipal securities 
brokers and municipal securities dealers providing 
financial advisory services to issuers of municipal 
securities, in Securities Exchange Act Release No. 
16630 (Mar. 6, 1980), 45 FR 16065 (1980). 


2Notice of that filing was published in Securities 
Exchange Act Release No. 14943 (July 7, 1978), 43 
FR 30379 (1978). 


3Notice of that filing was published in Securities 
Exchange Act Release No. 15900 (June 6, 1979), 44 
FR 33995 (1979). 


‘The Commission received no comments on the 
subsequent amendments to the proposal. 
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The Commission finds that the proposed 
amendments to MSRB rules G-13 and G-19 are 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
MSRB and, in particular, the requirements of 
Section 15B and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to section 
19(b)(2) of the Act, that the proposed rule changes 
to MSRB rules G-13 and G-19 mentioned above be, 
and they hereby are, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16918/June 23, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST STOCK EXCHANGE, 
INCORPORATED 


File No. SR-MSE-80-11 


The Midwest Stock Exchange, Incorporated (“MSE”) 
submitted on June 10, 1980, a proposed rule change 
under Rule 19b-4 to delete from its rules all 
references and rules pertaining to MSE’s 
organization, operation and regulation of an options 
market, while retaining its rules applicable to the 
handling of orders and the conduct of accounts 
relating to options trading. 


Publication of the submission is expected to be 
made inthe Federal Register during the week of June 
23, 1980. In order to assist the Commission to 
determine whether to approve the proposed rule 
change or institute proceedings to determine 
whether the proposed rule change should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-80-11. 
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Copies of the submission, all subsequeat 
amendments, all written statements with respect to 
the proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16919/June 24, 1980 


NOTICE OF FILING OF PROPOSED RULE CHANGES 
BY CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 


File No. SR-CBOE-1980-16 


The Chicago Board Options Exchange, Incorporated 
submitted on June 9, 1980, proposed rules changes 
under Rule 19b-4 to modify certain participation 
requirements for market makers and to establish an 


exchange committee which is responsible for 
evaluation of the performance of market makers. 


Publication of the submission is expected to be 
made inthe Federal Register during the week of June 
30, 1980. In order to assist the Commission to 
determine whether to approve the proposed rules 
changes or institute proceedings to determine 
whether the proposed rules changes should be 
disapproved, interested persons are invited to 
submit written data, views and arguments 
concerning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written comments should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-CBOE-1980-16. 
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Copies of the submission, all subsequent 
amendments, all written statements with respect to 
the proposed rules changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rules changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principal 
office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market 
Regulations, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16920/June 24, 1980 


In the Matter of 
WAGNER ELECTRIC CORPORATION 
File No. 81-621 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has 
issued an order granting the application of Wagner 
Electric Corporation (the “Applicant”) pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, for an exemption from the reporting 
requirements of Sections 13 and 15(d) of that Act. 


It appeared to the Commission that the requested 
exemption would not be inconsistent with the public 
interest or the protection of investors, inasmuch as 
Applicant’s only publicly-held securities, 6-7/8% 
Subordinated Debentures, are unconditionally 
guaranteed by Applicant's parent corporation, 
McGraw-Edison Company, and investors will, 
therefore, be primarily interested in the reports of 
McGraw-Edison Company. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16921/June 24, 1980 


In the Matter of 
TISHMAN LIQUIDATING CORPORATION 
File No. 81-613 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THAT ACT 


The Securities and Exchange Commission has 
issued an order granting the application of Tishman 
Liquidating Corporation (the “Applicant”), pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, as amended (the “1934 Act”), for an 
exemption from the provisions of Sections 13 and 
15(d) of the 1934 Act. 


As the result of a plan of liquidation adopted on 
November 7, 1977, the Applicant’s only remaining 
asset is a liability reserve fund and there is no trading 
market in its securities. It appeared to the 
Commission that granting the requested exemption 
would not be inconsistent with the public interest or 
the protection of investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16922/June 24, 1980 


In the Matter of 
HARLEYSVILLE MUTUAL INSURANCE COMPANY 
File No. 81-623 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until July 
14, 1980 to request a hearing on an application by 
Harleysville Mutual Insurance Company 
(“Applicant”) pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, for an order 
exempting Applicant from the periodic reporting 
requirements of Sections 13 and 15(d) of that Act. 


As the result of a determination to discontinue the 


offer and sale of insurance under Applicant’s 
Insured Mutual Fund Value Redemption Program, 
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remaining participants in such plan no longer have 
any investment decision to make. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16923/June 24, 1980 


In the Matter of 

CONGENERIC CORPORATION 

File No. 81-627 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has 
issued a notice giving interested persons until July 
14, 1980 to request a hearing on an application by 
Congeneric Corporation (the “Applicant”), pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, as amended (the “1934 Act”), for an order 
exempting Applicant from the provisions of Section 
13 and 14 of the 1934 Act. 


As the result of a plan of liquidation adopted on 
March 28, 1979, Applicant’s remaining assets have 
been transferred to a liquidating trust as a liability 
reserve fund and there is virtually no trading activity 
in its securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16924/June 24, 1980 


DISSEMINATION AND DISPLAY OF TRANSACTION 
REPORTS, LAST SALE DATA AND QUOTATION 
INFORMATION 


ACTION: Rule amendment. 


SUMMARY: In order to allow time for development of 
certain quotation processing facilities, the 
Commission extends the effective date of portions of 
its rule governing the dissemination and display of 
market information. 


EFFECTIVE DATE: On publication in the Federal 
Register. 


FOR FURTHER INFORMATION CONTACT: Bruce 
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Beatt, Division of Market Regulation, Securities and 
Exchange Commission, Room 390, 500 North 
Capitol Street, Washington, D.C. 20549, (202) 272- 
2883. 


SUPPLEMENTARY INFORMATION: On February 19, 
1980, the Commission announced the adoption of 
Rule 11Acl1-2 (the “Rule”’) under the Securities 
Exchange Act of 1934, as amended (the “Act”).! 
Among other things, the Rule requires that (1) 
vendors providing quotation information provide, at 
a minimum, either a best bid and offer, including 
market identifier and size (“BBO”), derived from 
quotations from all reporting market centers, 
including third market makers, or a montage of such 
quotations (the “BBO Requirement”); (2) vendors 
provide a consolidated last sale and quotation 
display by means of a stroke sequence involving 
either a fewer number of key strokes than is used to 
retrieve displays of individual market center 
information or by an equal number of key strokes if 
the transmit key to recall consolidated displays is 
more prominent (the “Key Stroke Requirement”); 
and (3) vendors provide a display of consolidated 
transaction information which contains, subject to 
limited exceptions, all categories of information 
available in individual market center displays (the 
“Equal Categories Requirement’). These 
requirements are due to be effective on October 5, 
1980. 


Subsequent to the adoption of the Rule, the 
Commission has received indications from a 
number of vendors that the costs which they would 
have to incur to comply with the BBO Requirement 
might be reduced if a central facility was developed 
which could calculate and disseminate the BBO to 
all vendors. The Commission understands that 
calculating the BBO, without the use of a central 
processor, would require storage by each vendor of 
all exchange and third market quotations and 
development of software to select and disseminate 
the BBO each time any quotation changes. Thus, 
a central processor may save vendors some storage, 
processing and communications costs. In addition, 
the Commission believes that the implementation of 
a central processor would enhance the usefulness of 
consolidated quotation displays provided by 
vendors by assuring that all vendors receive 
identical consolidated quotation information. 





1Securities Exchange Release No. 16590 (February 
19, 1980), 45 FR 12391 (“Vendor Display Release”). 
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In addition to problems and costs associated with a 
BBO, each of the vendors and the Commission have 
noted that the existence of systems which 
automatically generate quotation information from 
certain regional exchanges (“Autoquote Systems”), 
based on the quotation of the primary market, 
causes additional problems which should be 
resolved prior to the effective date of the Rule.* Most 
important of these problems is the length of time 
necessary to generate new quotations after receipt 
of a primary market quotation. The Commission 
understands that currently Autoquote Systems have 
reaction times varying from a few ‘seconds to 
approximately sixty seconds. The result of this delay 
is the generation of up to four additional BBO 
calculations and messages (with resulting increased 
demands on vendor systems) and the possibility that 
investors inquiring for the BBO will be misled by a 
stale quotation from a regional exchange employing 
an Autoquote System. 


The Commission understands that the self- 
regulatory organizations participating in the 
Consolidated Quotation Plan (“CQ Plan”) and the 
Securities Industry Automation Corporation 
(“SIAC”), as CQ Plan Processor, are presently 
considering the feasibility of creating a central 
processor to calculate and disseminate the BBO. In 
addition, the Commission has been informed that 
both SIAC, at the request of the CQ Plan participants, 
and Quotron, as processor for the Autoquote 
Systems of three regional exchanges, are examining 
alternative ways to alleviate the problems caused by 
Autoquote Systems. 


The Commission believes that the portions of the 
Rule regulating vendor displays should not become 
effective until there is assurance that any best bid 
and offer display which is made available is not 
misleading because of time lags in updating 
Autoquote bids and offers and until the exchange 
and the vendors have had an opportunity to explore 
appropriate methods of providing for more efficient 
and less costly methods of calculating the best bid 





@Vendor Display Release, supra note 1, at note 103, 
45 FR 12391. 


3See Vendor Display Release, supra note 2 at note 
103, 45 FR 12391 and Letters from George T. Simon, 
Assistant Director, to each of the CQ Plan 
Participants and vendors dated February 20, 1980 in 
Public File No. S7-759. 
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and offer. Therefore, the Commission has 
determined to defer effectiveness of the BBO, Key 
Stroke and Equal Categories Requirements to 
January 3, 1981 to permit vendors, the self- 
regulatory organizations participating in the CQ Plan 
and SIAC, as CQ Plan Processor, the time necessary 
to develop a new central facility to calculate and 
disseminate the best bid and offer efficiently and 
accurately and for the regional exchanges to solve 
certain problems inherent in the automatic 
quotation systems employed by those exchanges. 
However, the Commission is concerned by delays to 
date in addressing both these problem areas 
notwithstanding their early identification by the 
Commission and subsequent informal efforts by the 
staff to speed their resolution.* Accordingly, the 
Commission requests that the CQ Plan participants 
submit to the Commission no later than September 
1, 1980, a joint written report regarding their 
willingness to develop a BBO central processor and 
the steps the regional exchanges intend to take to 
alleviate the problems with Autoquote Systems. The 
Commission wishes to emphasize that the report 
should include a detailed description of the 
alternatives (and associated costs) considered anda 
timetable for implementation of the alternatives 
chosen. 


For the reasons stated above and pursuant to the 
Administrative Procedure Act (5 U.S.C. 551 et seq.), 
the Commission finds for good cause that notice and 
public procedure on this amendment to the Rule are 
impracticable, unnecessary and contrary to the 
public interest and that there is good cause for 
making this amendment effective immediately. The 
Commission also finds that adoption of this 
amendment to the Rule does not impose any 
burdens on competition that are not necessary or 
appropriate in furtherance of the purpose of the Act. 


The Securities and Exchange Commission, acting 
pursuant to the Act, and particularly Sections 2, 3, 6, 
9, 10, 15, 17 and 23, Pub. L. No. 78-291, 48 Stat. 
881, 882, 885, 889, 891, 895, 897 and 901, as 
amended by Sections 2, 3, 4, 11, 14, and 18, Pub. L. 
No. 94-29, 89 Stat..97, 104, 121, 137 and 155 (15 
U.S.C. §§78b, 78c, 78f, 78i, 78), 780, 78g and 78w); 
Section 15A, as added by Section 1, Pub. L. No. 75- 
219, 52 Stat. 1070, as amended by Section 12, Pub. 
L. No. 94-29, 89 Stat. 127 (15 U.S.C. §78-3); Section 
11A, as added by Section 7, Pub. L. No. 94-29, 89 
Stat. 111 (15 U.S.C. §78k-1), hereby amends 
Paragraph (h) of Section 240.11Ac1-2 of Title 17 of 
the Code of Federal Regulations to postpone to 
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January 3, 1981, the effective date of paragraphs 
(b)(2)(ii), (b)(2)(vi) and (c)(2)(i), (ii), (iv), (v) of said 
Section 240.11Ac1-2. The text of the amendment is 
as follows: 


PART 240—GENERAL RULES AND REGULATIONS, 
SECURITIES EXCHANGE ACT OF 1934 


§240.11Ac1-2 Display of transaction reports, last 
sale data and quotation information. 


* eK K * 


(h) Effective date. The effective date of this section 
shall be April 5, 1980, except for paragraph 
(c)(2)(vi), which shall become effective on July 5, 
1980, and paragraphs (b)(2)(ii), (b)(2)(vi) and 
(c)(2)(i), (ii), (iv), (v) which shall become effective 
on January 3, 1981. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


June 24, 1980. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16925/June 24, 1980 


Admin. Proc. File No. 3-5933 

In the Matter of 

INVESTMENT RESEARCH GROUP, INC. 
(File No. 801-09495) 


22634 Second St., Suite 200 
Hayward, California 94541 


CALIFORNIA CAPITAL PLANNING SERVICES, INC. 
22634 Second St., Suite 200 
Hayward, California 94541 


N. WILLIAM VERTREES 
18547 Carleton Ave. 
Castro Valley, California 94546 


K. WAYNE RICE 


165 Havenhill Court 
Danville, California 94526 
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KARL J. GERLACH 
2566 Greenleaves Ct. 
Castro Valley, California 94546 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings ordered today pursuant to the 
Investment Advisers Act of 1940 (“Advisers Act”), 
respondents Investment Research Group, Inc. 
(“IRG”), California Capital Planning Services, Inc. 
(“Cal Cap”), N. William Vertrees (“Vertrees”), K. 
Wayne Rice (“Rice”), and Karl J. Gerlach (“Gerlach”) 
have submitted Offers of Settlement which the 
Commission has determined to accept. Solely for the 
purposes of settling these proceedings and without 
admitting or denying the findings herein, IRG, Cal 
Cap, Vertrees, Rice, and Gerlach consent to the 
findings and sanctions set forth below. 


On the basis of the Order for Proceedings and the 
Offers of Settlement it is found that IRG, Cal Cap, 
Vertrees, Rice, and Gerlach willfully violated Section 
17(a) of the Securities Act of 1933, Section 10(b) of 
the Securities Exchange Act of 1934 and Rule 10b-5 
thereunder [17 C.F.R.240.10b-5] and Section 206 of 
the Advisers Act. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the Offers of 
Settlement. 


Accordingly, IT IS ORDERED, effective at the 
opening of business on the first Monday after the 
date of this Order: 


1. That respondents IRG and Cal Cap are suspended 
for a period of six months from offering or otherwise 
soliciting the purchase of interests in any limited 
partnership in which IRG and Cal Cap, or any of their 
affiliates, are general partner, provided that this 
suspension shall not apply to any limited 
partnership offering commenced prior to the 
effective date of this Order, or to any supplemental 
offering for a limited partnership formed prior to 
such effective date; 


2. That respondent Vertrees is suspended for a 
period of three months from soliciting, advising, or 
otherwise counseling persons who are not clients of 
respondent Investment Research Group, Inc. at the 
date of suspension, such suspension to commence 
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upon the expiration of the three-month period within 
which respondent Karl J. Gerlach is suspended from 
association with any investment adviser; 


3. That respondent Rice is: 


(a) suspended for a period of six months from 
association with any investment adviser, provided 
that such suspension shall not preclude Rice from 
responding to unsolicited inquiries from a successor 
investment adviser on a non-compensatory basis 
concerning clients acquired prior to the effective 
date of this Order; and 


(b) suspended for a period of six months from the 
management of any limited partnership in which 
respondents Investment Research Group, Inc. or 
California Capital Planning Services, Inc., or any of 
their affiliates, are general partner, provided that 
such suspension shall not preclude Rice from 
responding to unsolicited inquiries on a non- 
compensatory basis concerning the management of 
such limited partnerships; and 


4. That respondent Gerlach is suspended for a 
period of three months from association with any 
investment adviser, provided that such suspension 
shall not preclude Gerlach from responding to 
unsolicited inquiries from a successor investment 
adviser on a non-compensatory basis concerning 
clients acquired prior to the effective date of this 
Order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16926/June 24, 1980 


In the Matter of 

AMERICAN STOCK EXCHANGE, INCORPORATED 
86 Trinity Place 

New York, NY 10006 


(SR-AMEX-77-16) 
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PACIFIC STOCK EXCHANGE, INCORPORATED 
618 South Spring Street 
Los Angeles, CA 90014 


(SR-PSE-77-28) 
ORDER APPROVING PROPOSED RULE CHANGES 


On June 24, 1977 and September 16, 1977, the 
American and Pacific Stock Exchanges, 
respectively, filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78s(b)(1) (the “Act”) and Rule 19b- 
4 thereunder, copies of proposed rule changes 
which will amend their “reportable position 
requirements,” changing the present reporting 
threshold from 100 contracts of the same option 
class to 200 contracts on the same side of the 
market in the same underlying securities. The two 
filings are substantively identical. 


Notice of the proposed rule changes together with 
the terms of substance of the proposed rule changes 
was given by publication of Commission Releases 
(Securities Exchange Act Releases No. 34-14025, 
October 4, 1977 (Amex) and 34-14024, October 4, 
1977 (PSE)) and by publication in the Federal 
Register (42 F.R. 37262, July 20, 1977 (Amex) and 
42 F.R. 54971, October 12, 1977 (PSE)). All written 
statements with respect to the proposed rule 
changes which were filed with the Commission and 
all written communications relating to the proposed 
rule changes between the Commission and any 
person were considered and (with the exception of 
those statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges and in 
particular, the requirements of Section 6, and rules 
and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule changes be, and they hereby are, 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16927/June 24, 1980 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 
Chicago, Ill. 60604 


(SR-CBOE-77-17) 


PHILADELPHIA STOCK EXCHANGE, INC. 
17th & Exchange Place 
Philadelpia, PA 19103 


(SR-PHLX-80-17) 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
AND ORDER APPROVING PROPOSED RULE 
CHANGE 


Pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”), notice is hereby given that on May 11, 1979, 
the Chicago Board Options Exchange, Incorporated 
(CBOE) filed with the Commission copies of an 
amendment to a proposed rule change which would 
amend its “reportable position requirement,” 
changing the present reporting threshold from 100 
contracts of the same option class to 200 contracts 
on the same side of the market in the same 
underlying security. Notice is also given that on 
June 20, 1980, the Philadelphia Stock Exchange, 
Incorporated (Phix) filed a substantively identical 
proposed rule change, raising its reporting threshold 
from 100 contracts of the same options class to 200 
contracts on the same side of the market for the 
same underlying security. 


Interested persons are invited to submit written 
data, views and arguments concerning the 
submission within 21 days from the date of this 
publication. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D..C. 20549. Reference should be 
made to File Nos. SR-CBOE-77-17 and SR-PHLX-80- 
RF. 
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Copies of the submissions, all subsequent 
amendments, all written statements with respect to 
the proposed rule changes which are filed with the 
Commission, and of all written communications 
relating to the proposed rule changes between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552, will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of the 
Act and the rules and regulations of the Act and the 
rules and regulations thereunder applicable to 
national securities exchanges and in particular, the 
requirements of Section 6, and the rules and 
regulations thereunder. 


The Commission finds good cause for approving the 
proposed rule changes prior to the thirtieth day after 
the date of publication of notice of filing thereof, in 
that the original proposed rule change of the CBOE 
was previously noticed and this amendment merely 
makes the CBOE filing consistent with the proposed 
rule changes of the other options exchanges, which 
have been previously noticed and which are also 
being approved today.? The Phix filing is being 
similarly treated because it also is in substance 
identical to the proposed rule changes of the other 
options exchanges. As a result of these rule changes, 
the same reporting requirements will apply 
regardless of the exchange on which an option is 
traded, and the Commission desires this change to 
occur contemporaneously. Accelerated approval of 
the CBOE and Phix rule changes will permit 
implementation by all four options exchanges at the 
same time, without detriment to any party or the 
investing public. 





1The proposed CBOE rule change was originally filed 
on September 12, 1977, and it would have raised the 
threshold to 400 contracts. See, Securities 
Exchange Act Release No. 14023, October 4, 1977. 


2See, Release No. 16926, June 24, 1980. 
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IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
referenced above be, and they thereby are, 
approved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16928/June 24, 1980 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
301 Pine Street 
San Francisco, California 94104 


(SR-PSE-80-3) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 10, 1980, the Pacific Stock Exchange 
Incorporated (“PSE”) filed with the Commission, 
pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78s(b)(1) (the 
“Act”) and Rule 19b-4 thereunder, copies of a 
proposed rule change to amend PSE Rule IV, Section 
64 to clarify the prohibition against floor brokers’ use 
of discretion and to limit marketmakers’ exercise of 
discretion to accounts in which they have a direct 
interest. Additionally, the proposed rule change will 
adopt new Options Floor Procedures Advices (1) to 
interpret the phrase “direct interest in an account” in 
Rule VI, Section 64, (2) to delineate the 
responsibility of floor brokers with respect to orders 
that “print through,” (3) to clarify that marketmakers 
may not effect opening transactions in their 
marketmaker accounts from off the floor of the 
Exchange, and (4) toexplaintheterm “marking” and 
to inform members that “marking” is considered by 
the PSE to be a serious violation of the PSE rules. 
Finally, the proposed rule change will amend a 
current Options Floor Procedure Advice to extend to 
all marketmakers supplemental appointments to all 


securities admitted to trading on the PSE options 
floor. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
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given by publication of a Commission Release 
(Securities Exchange Act Release No. 34-16803, 
May 12, 1980) and by publication in the Federal 
Register (45 FR 33755, May 20, 1980). No written 
statements with respect to the proposed rule change 
were received. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Section 6 and the 
rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16929/June 24, 1980 


In the Matter of 


BOSTON STOCK EXCHANGE, INC. 
53 State Street 
Boston, MA 02109 


(SR-BSE-80-2) 
ORDER APPROVING PROPOSED RULE CHANGE 


On April 14, 1980, the Boston Stock Exchange, Inc. 
(“BSE”) filed with the Commission, pursuant to 
Section 19(b)(1) of the Securities Exchange Act of 
1934, 15 U.S.C. 78(s)(b)(1) (“Act”), and Rule 19b-4 
thereunder, copies of a proposed rule change to 
amend Chapter XII-A of its rules, concerning odd-lot 
dealers in securities, the primary market for which is 
on another market. The proposed rule change would 
require odd-lot orders to be filled on the basis of the 
last reported round-lot transaction, regular way, on 
the primary market and would eliminate the current 
requirement that specialists wait two minutes after 
an odd-lot order is received before executing it on 
the basis of the next round-lot transaction. The 
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proposed rule also would state that specialists may 
charge a reasonable differential, if any, and such 
differentials would be specifically prohibited on odd- 
lot market orders received before the opening of 
trading for execution at the opening. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 16815, May 
16, 1980) and by publication in the Federal Register 
(45 FR 34489, May 22, 1980). All written statements 
with respect to the proposed rule change which were 
filed with the Commission and all written 
communications relating to the proposed rule 
change between the Commission and any person 
were considered and (with the exception of those 
statements or communications which may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552) were made available to 
the public at the Commission’s Public Reference 
Room. 


One comment was received. The commentator 
objected to approval of the proposed rule change 
until the BSE establishes a book entry system that is 
interfaced with other exchanges, due to the high 
clearing costs presently associated with executing 


odd-lot transactions on the BSE. The Commission 
understands that the BSE has begun implementing 
a book entry clearing system which should be in 
place by September 1980. As a result, the higher 
clearing costs experienced on the BSE should be 
reduced in the future. 


Accordingly, the Commission finds that the 
proposed rule change is consistent with the 
requirements of the Act and the rules and 
regulations thereunder applicable to national 
securities exchanges, and in particular, the 
requirements of Section 6(b)(5), and 11A of the Act, 
and the rules and regulations thereunder, in that it 
would facilitate implementation of an effective and 
uniform method for the execution of odd-lots, 
thereby protecting investors and the public and 
providing a means of determing the accuracy of 
executions for surveillance purposes. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 
For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


Volume 20, No. 7, July 8, 1980 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16930/June 25, 1980 


NOTICE OF EFFECTIVENESS OF A PROPOSED RULE 
CHANGE BY THE STOCK CLEARING CORPORATION 
OF PHILADELPHIA 


(File No. SR-SCCP-80-3) 


The Stock Clearing Corporation of Philadelphia 
(SCCP) submitted on June 23, 1980, a proposed rule 
change establishing a fee of $.10 per line item for 
pledges to a SCCP margin account from positions in 
a participant’s Philadelphia Depository Trust 
Company account. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3)(A) of the Securities 
Exchange Act of 1934 and Rule 19b-4 thereunder. 
At any time within sixty days of the filing of such 
proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to 
the Commission that such action is necessary or 
appropriate in the public interest, for the protection 
of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be 
made in the Federal Register during the week of June 
30, 1980. Interested persons are invited to submit 
written data, views and arguments concerning the 
submission within twenty-one days from the date of 
publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-SCCP-80-3. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be 
available for public inspection at the Securities and 
Exchange Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of the 
filing will also be available at the principal office of 
the above-mentioned self-regulatory organization. 


For the Commission, by the Division of Market 


SEC DOCKET/503 





Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16931/June 25, 1980 


A notice has been issued giving interested persons 
until July 17, 1980 to comment on the Boston Stock 
Exchange’s applications for unlisted trading 
privileges in 13 issues which are listed and 
registered on other national securities exchanges. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16932/June 25, 1980 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
common stock ($2 Par Value) of INTERCON- 
TINENTAL DIVERSIFIED CORPORATION from listing 
and registration thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16933/June 25, 1980 


An order has been issued granting the application of 
the New York Stock Exchange, Inc. to strike the 
10.52% Series, Cumulative Preferred Stock ($100 
Par Value) of COLUMBUS & SOUTHERN OHIO 
ELECTRIC COMPANY from listing and registration 
thereon. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16934/June 26, 1980 


Admin. Proc. File No. 3-5728 

In the Matter of the Application of 
IRWIN SCHLOSS 

One Whitehall Street 

New York, New York 
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FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NEW YORK STOCK EXCHANGE, INC. 


OPINION OF THE COMMISSION 


NATIONAL SECURITIES EXCHANGE—REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violation of Exchange Rules 


Where president of exchange member firm failed to 
exercise proper supervision over his firm’s specialist 
activities, thereby permitting his firm to effect 
transactions in securities in which it specialized 
which were not reasonably necessary for the 
maintenance of fair and orderly markets in those 
securities, held, exchange’s finding of violation 
sustained, and sanction affirmed. 


APPEARANCES: 


Marvin Schwartz and Michael Scher, of Sullivan and 
Cromwell, and Morton L. Kimmelman and David 
Warmflash, of Kimmelman, Sexter & Sobel, for Irwin 
Schloss. 


George Brunelle and Richard M. Drew, for the New 
York Stock Exchange, Inc. 


irwin Schloss, a member of the New York Stock 
Exchange, Inc. (“NYSE”) and president of Marcus, 
Schloss & Co., Inc. (“MSC”), a NYSE member firm, 
appeals from disciplinary action taken against him 
by the Exchange. From 1971 through 1974, MSC was 
the NYSE specialist in the securities of APL 
Corporation.! Three APL issues were listed on the 
Exchange: its common stock, and two series of 
convertible preferred, Series B and Series C. The 
NYSE found that Schloss, as chief executive officer 
of MSC,? failed to exercise proper supervision and 





‘Only Exchange members may register as 
specialists. All of the Exchange members affiliated 
with MSC were registered with the NYSE as 
specialists in APL, and collectively constituted the 
“specialist unit.” 


2Schloss also owned a 36% interest in MSC. 
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control over MSC’s specialist activities with a view to 
preventing violations of Exchange Rule 104.10(3)°, 
thereby permitting MSC to effect transactions in 
both series of APL preferred which were not 
reasonably necessary for the maintenance of fair 
and orderly markets in those securities.’ It 
suspended Schloss for one year from membership, 
allied membership, approved person status, and 
employment in any capacity with any NYSE member 
or member organization. Our findings are based on 
an independent review of ‘the record. 


Exchange Rule 342 obligates each member 
organization to designate a principal executive 
officer to assume overall responsibility for 
supervision of the organization and compliance with 
securities laws and regulations. The rule authorizes 
that officer to delegate responsibility for each 
business activity to a qualified principal, provided 
that appropriate procedures are established to 
determine whether the delegated responsibility is 
being properly exercised. 


Schloss admits that, during the relevant period, he 
was MSC’s principal executive officer. He asserts, 
however, that in September 1973 he delegated 
responsibility for the supervision of floor operations 
to Paul Ross, another MSC officer and NYSE 
member, and compliance responsibility to Paul 
Zuckerberg, a third MSC officer.® 


We have repeatedly held that, even though the 
president of a broker-dealer firm reasonably 
delegates authority over a particular area of his 
firm’s business, he is not relieved of responsibility if 
he is aware or has reason to be aware of improper 
conduct. The Exchange found that, although 
Schloss was aware of trading irregularities in APL 
preferred during the period November 13-15, 1974, 
he failed to take corrective action. To place the 
events of those three days in proper perspective, we 
must first examine the prior trading in APLcommon. 


On September 23, 1974, APL announced a tender 
offer, through October 23, for 500,000 shares of its 
common stock at a price of 6-1/2, the stock having 
previously closed at 4-3/8. At that time, MSC held 
over 10% of the outstanding shares of each of the 
three APL issues in which it was the specialist. MSC 
had previously been advised by the Exchange to 
reduce its APL positions. However, on the day after 
APL announced its offer, Schloss told Harold 
Schwartz, APL’s chairman, that MSC, would not 
tender any of its APL common because it felt that the 
offering price was too low. Although APL succeeded 
in obtaining some 400,000 shares as a result of its 
offer, MSC increased its holdings of APL common 
during October to a total of 174,600 shares, or 16% 
of APL’s outstanding common stock.’ 





3Rule 104.10(3) provides in pertinent part: 


“No specialist shall effect on the Exchange 
purchases or sales of any security in which such 
specialist is registered, . . .unless such dealings are 
reasonably necessary to permit such specialist to 
maintain a fair and orderly market. ... 


“Transactions on the Exchange for his own account 
effected by a member acting as specialist must 
constitute a course of dealings reasonably 
calculated to contribute to the maintenance of price 
continuity with reasonable depth, and to the 
minimizing of the effects of temporary disparity 
between supply and demand, immediate or 
reasonably to be anticipated. Transactions not part 
of sucha course of dealings. . .are not to be effected.” 
2 NYSE Guide para 2104, pp. 2703-04. 


‘The Exchange also found that Schloss failed to 
exercise proper supervision over MSC by permitting 
it to acquire and retain over 10% of each of the three 
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APL issues in which MSC specialized, in violation of 
Subsection .10 of Exchange Rule 460. But the record 
indicates that Subsection .10 was never validly 
adopted as a rule by the Exchange’s Board of 
Directors. We accordingly set aside the Exchange’s 
findings of violation in that regard. 


5According to Schloss, Zuckerberg’s duties included 
the obligation to review, follow up, and report to 
Schloss what was occurring on the floor. 


See, e.g., Steven C. Pruette, Securities Exchange Act 
Release No. 14359 (January 9, 1978), 13 SEC 
Docket 1341, 1343-44. 


7MSC’s records for the tender offer period show that 
it purchased 12,500 shares in 23 separate 
transactions, mostly at 6-1/2. In the same period, it 
sold only 1,000 shares in two transactions, the price 
of the last sale being 6-7/8. On October 23, the day 
the tender offer expired, APL common closed at 6- 
3/4. 


SEC DOCKET/505 





Before the tender offer expired, Schloss suggested 
to an investment adviser friend, James Harpel, that 
he “ought to look at” APL because it was “his kind of 
stock.” On October 23, Harpel instructed his broker 
to buy 5,000 shares of APL common “at the market, 
not held,” with special instructions to “give the order 
to Irwin Schloss and tell him it’s for Jimmy.”? The 
order was partially executed the next day for 1,300 
shares at 7. The floor order ticket of Harpel’s broker, 
found in MSC’s records, had 5,000 crossed out and 
3,700 written below it. The ticket bore the notation 
“nh.” *° 


Schloss admitted that, in early November, he was 
aware that Harpel’s broker was buying APLcommon. 
In fact, Harpel explicitly told Schloss that he was 
buying APL and that Schloss “should know it 
because the order was directed to [him].”!! Also in 
early November, MSC directed Schloss actively to 
solicit a buyer for its APL holdings. Schloss told 
potential buyers that he wanted between 8-1/2 and 
10 for MSC’s APL common.?3 


On either November 6 or 7, Schloss contacted 
Schwartz and told him that MSC was attempting to 


sell its APL common and had recently rejected a bid 
of 8-1/2.'* On the morning of November 11, while 
Schloss was on the floor, the stock rose 7/8 of a point 
to 8-5/8 within a 2-hour period, solely on the basis of 
purchase orders from Harpel’s broker.!® As soon as 
the price rose to 8-5/8, Schloss left the floor to call 
Schwartz and renew his offer to sell. After being 
advised that the current market was 8-5/8, Schwartz 
told Schloss that if MSC offered its block below the 
last sale price, APL’s broker would purchase it. 
Within nine minutes of Harpel’s last purchase, APL 
bought substantially all of MSC’s APL common for 8- 
1/2. 


We now turn to the events of November 13-15. 
IV. 


The Exchange found that, during the three-day 
period November 13-15, 1974, MSC effected 


transactions as specialist for its own account which 
were not reasonably necessary to maintain a fair and 
orderly market. Exchange Rule 104 provides that 
“the maintenance of a fair and orderly market 
implies the maintenance of price continuity with 





8Such an order gives the broker discretion with 
respect to the price and time of execution. Once 
accepted, a broker can split the execution of the 
order into as many parts and for as many shares at 
one time as he deems appropriate. A specialist is 
prohibited from accepting an order permitting him 
to use such discretion in execution. NYSE Rule 
123.44, 2 NYSE Guide para 2123A.44, p. 2737-4. 


°NYSE Rule 113(b) prohibits orders given to a 
specialist, except those from members of that 
specialist's organization or their families, from 
indicating in any way the accounts for which they are 
entered. 2 NYSE Guide para 2113, p. 2720. 


0See rn. 8, supra. 


"On October 24, the day of Harpel’s first purchase, 
the market price of APL common rose to 7-1/2. 
During the remainder of the week, the price declined 
to 7-1/8, rising to 7-1/2 on November 1. It 
fluctuated around the 7-1/2 level until November 8, 
when MSC sold 600 shares at 8. 


'2Schloss testified that MSC was concerned about 
the regulatory implications of holding more than 
10% of APL’s securities, the possibility that APL 
might seek to delist its stocks, and the effect that 
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such a delisting would have on the value of MSC’s 
holdings. 


3APL was then trading between 7-1/4 and 7-1/2. 


4 APL common closed at 7-1/2 on November 7. 
Schloss admitted that Schwartz, who he knew was 
interested in purchasing more APL shares, possibly 
felt that “I was casting bread on the water to see if he 
would rise to the bait.” 


The broker testified that an order to purchase 
6,500 shares for Harpel “at the market, not held” was 
forwarded to the floor on the morning of November 
11. In fact, he testified that all of Harpel’s orders in 
the common and preferreds were forwarded “the 
same way,” i.e., “at the market, not held.” APL 
common had closed at 8 on Friday, November 8. At 
10:05 on the morning of November 11, MSC 
executed a 100 share buy order for Harpel at 7-3/4. 
One hour later, it executed another Harpel buy order 
at 8 for 500 shares. Forty minutes later, a third 
Harpel buy order was executed at 8-1/4 for only 100 
shares. Five minutes later, a fourth Harpel order, this 
time for 500 shares, was executed at 8-1/2. A final 
Harpel order, for 200 shares, was executed just three 
minutes later at 8-5/8. Thus, on five orders totaling 
only 1,400 shares, MSC allowed the market to rise 
7/8 of a point. 
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reasonable depth.” During the three days in 
question the market price of the Series B preferred 
rose 2-7/8 (from 6-3/4 to 9-5/8) on the basis of only 
nine transactions, none of which exceeded 300 
shares, while the price of the Series C rose 3 points 
(from 9-5/8 to 12-5/8) in seven transactions, the 
largest of which involved only 500 shares. 
Significantly, almost every rise in price occurred ina 
transaction in which MSC was selling for its own 
account, setting the prices at which those trades 
were executed. Moreover, the purchaser in most of 
the transactions was Harpel, whose orders had been 
entered “at the market, not held.”’” In addition, 
except for the last price rise in each series, the 
market prices in both preferreds were not rising in 
minimum increments of 1/8 of a point, but 1/4 ofa 
point or higher in each transaction, sometimes in 
transactions involving only 100 shares. Clearly, as 
illustrated by the following table, the pattern of 
trading did not demonstrate “price continuity with 
reasonable depth.”"® 


Not only was Schloss present on the Exchange floor 
on November 14 and 15, but he knew that Harpel’s 
broker was buying the preferreds. Schloss admitted 
that “they mentioned to me that it was his order that 
was moving the stock up. And Mr. Ross had spoken 
to me about the fact that he [Harpel] was our buyer 


APL SERIES B PREFERRED 
Increase 

Over Last 

Date Time Price Sale 
11/11/74 Prev. 
close 

11/13/74 10:48 am 

11/13/74 10:54 am 

11/13/74 11:45 am 

11/14/74 10:05 am 

11/14/74 11:57 am 

11/15/74 10:07 am 

11/15/74 10:57 am 


Volume Buyer 


300 6-3/4 
200 7-1/2 
300 7-3/4 
200 8 

300 8-1/2 
100 8-3/4 
200 8-3/4 
300 9 


MSC 
MSC 
MSC 
MSC 
MSC 
Other 
Other 
(100) 

MSC (200) 
Other 
MSC 


Harpel 
Harpel 
Harpel 
Harpel 
Other’? 
Harpel 
Harpel 


11/15/74 11:26 am 
11/15/74 11:30 am 


100 
200 


9-1/2 
9-5/8 


+ 1/2 
+1/8 


Other 
Other 


APL SERIES C PREFERRED 

11/12/74 Prev. 
close 100 
11/13/74 10:53 am 200 10-1/4+ 5/8 
11/13/74 10:57 am 200 10-1/2+ 1/4 
11/13/74 11:46 am 500 ll + 1/2 
11/14/74 12:05 pm 500 11-1/2+ 1/2 
11/15/74 10:10 am 300 12 +1/2 
11/15/74 11:28 am 100 12-1/2+ 1/2 
11/15/74 11:30 am 200 12-5/8+ 1/8 


9-5/8 

Harpel 
Harpel 
Harpel 
Harpel 
Harpel 
Other 
Other 





Rule 104.10(1). “Continuity” means that the price 
of each transaction in a given stock should bear a 
close relationship to the preceding transaction. 
“Depth” means that the price of the stock should not 
change without reasonable volume. In other words, 
the price of a stock should not move in successive 
eighths or more on very small volume. See Wolfson, 
Phillips & Russo, Regulation of Brokers, Dealers and 
Securities Markets, para 11.03, pp. 11-7, 11-9 - 11- 
11 (1977). 


7See n. 15, supra. 


18Wolfson, Phillips & Russo, supra, at p. 11-10, gives 
the following illustration: 


“An example of good continuity is 200 shares at 
$40; 300 shares at $40; 300 shares at $40-1/8; 400 
shares at $40-1/8; 300 at $40-1/8. Poor continuity 
is illustrated by 200 shares at $40; 300 shares at 
$40-1/2; 300 shares at $40-3/4, 400 shares at $40; 
300 shares at $41. Continuity without depth is 
reflected in the following example: 100 shares at 
$39-3/4; 100 shares at $39-7/8; 100 shares at $40; 


Volume 20, No. 7, July 8, 1980 


100 shares at $40-1/8; 100 shares at $40-1/4; 100 
shares at $40-3/8; 100 shares at $40-1/2; 100 
shares at $40-5/8; 100 shares at $40-3/4. Here the 
price moved in eighths, in what might be termed 
reasonable continuity, but there was no depth... .” 


Ross testified, “I think if you single them [the trades 
in the Series B and Series C preferreds] out and look 
at the raw numbers, you would have to say that was 
an awful job. | mean, the man who is making this 
market. . .did not make a good market.” When asked 
if the Series C market was the worst he had seen in 
the last 10 years, John Lesniewski, Director of the 
NYSE’s Special Surveillance and Specialists 
Operation Area in 1974 and a witness for Schloss, 
stated, “. . .| probably would feel that [the market in 
the Series C] was one of the worst, if not the worst. C 
was a little worse than the B, so | would probably 
have to answer yes, probably ]the Series C preferred 
market] is one of the worst | have seen in recent 
years, ten years or whatever you Say.” 


19The term “other” is used to designate a buyer or 
seller other than MSC or Harpel. 
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and we were the only seller.” But, despite his 
knowledge of Harpel’s role in the rapid rise in the 
price of APL common, Schloss made no effort to 
investigate. He testified, “I really had no interest in 
the preferreds. . .| had no interest in APL after | sold 
my common.” However, as noted below, the record 
shows the contrary. 


On the morning of November 15, with the price of 
each series continuing to rise, Schloss made two 
important telephone calls, one to Harpel and one to 
Schwartz. When Ross informed Schloss that the two 
series had reached the levels at which Schloss had 
previously stated he would sell, Schloss left the floor 
and called Harpel. He told Harpel that he planned to 
offer MSC’s holdings in both series to APL in a 
manner similar to MSC’s sale of the common and 
asked Harpel if he also wanted to sell his preferred 
holdings to APL. When questioned as to why he only 
called Harpel, Schloss stated that Harpel “was the 
only buyer.” Thus it is clear that Schloss knew that 
Harpel’s purchase order, which were executed at 
prices set by MSC,” were chiefly responsible for the 
rise in price of the preferreds. 


After receiving an affirmative response from Harpel, 
Schloss called Schwartz to ask if APL wished to buy 
MSC’s holdings of the APL preferreds at 1/8 of a 
point below the last sale.2? When Schwartz agreed, 
Schloss returned to the floor and directed Ross to 
offer MSC’s entire preferred holdings, together with 
those of Harpel, at the prices APL had agreed to pay. 
Within minutes, Harpel’s broker put in the necessary 
orders to sell, and APL’s broker the necessary orders 
to buy. At 11:38 a.m., APL purchased 22,900 shares 
of the Series B preferred at a price of 9-1/2.%* At 
11:39 a.m., it purchased 19,000 shares of the Series 
C at a price of 12-1/2.?3 


Particularly in light of the prior trading in APL 
common, in which Harpel played so prominent a 
role, we think it clear that Schloss was either fully 
aware of the trading irregularities in the APL 
preferreds during the period in question or, at the 
least, sufficiently alerted to the necessity of making 
an immediate investigation. However, instead of 
doing so, he was content to stand by and reap the 
resulting benefits for MSC and his friend Harpel. 


We accordingly affirm the Exchange’s finding of 
violation. 


V. 
Schloss contends that the NYSE’s hearing 
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procedures violated due process. He argues that 
because those procedures required that a NYSE 
officer or employee selected by the Exchange’s 
Board of Directors serve as chairman of the hearing 
panel, the chairman in this proceeding may well 
have been biased. He further asserts that, if 
permitted, he would have shown that the chairman, 
who had beena NYSE staff attorney for several years, 
had worked on other cases with the staff attorneys 
prosecuting this case, and that no NYSE rule forbids 
communication between a hearing officer and other 
members of the NYSE staff concerning the subject 
matter of a pending hearing. Finally, he claims that, 
at the hearing, the panel improperly denied his 
request to question its members concerning their 
interest or bias.” 


Schloss’s contentions are without merit. The mere 
fact that the chairman of the hearing panel was a 
NYSE employee and a former staff attorney was nota 





20MSC was the seller in every trade of Series C, and in 
almost every trade of Series B which involved a price 
rise. 


21We note that the last sale prices, set by MSC, raised 
the price of each of the preferreds exactly 1/8, the 
lowest increments during the three-day period in 
question. 


22Harpel sold 1,500 of these shares. 
23Harpel sold 1,700 of these shares. 


“Citing Collins Securities Corp. v. S.E.C., 526 F.2d 
820 (C.A.D.C., 1977), Schloss also contends thatthe 
Exchange was required to dismiss the charges 
against him unless they were supported by clear and 
convincing evidence. However, although the NYSE 
rejected the Collins standard, it stated that its 
conclusion would have been the same even if it had 
applied that standard. Moreover, even apart from the 
question of whether Collins applies to NYSE 
proceedings, the clear and convincing standard is 
only applicable to cases of fraud. Whitney v. S.E.C., 
604 F.2d 676(C.A.D.C., 1979). This proceeding does 
not involve any charges of fraud. In any event, we 
also find the evidence against Schloss clear and 
convincing. 
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sufficient basis to disqualify him for bias.25 Schloss 
does not contend, nor does the record show, that the 
chairman participated in this case as a staff 
attorney. And there is no evidence to support 
Schloss’s claims concerning the possible bias of the 
other panel members or improper communications 
between the panel chairman and the NYSE staff. 





25Cf. Villani v. New York Stock Exchange, Inc., 348 F. 
Supp. 1185, 1190 n. 3, aff'd sub nom. Sloan v. New 
York Stock Exchange, 489 F.2d 1 (C.A. 2, 1973). 


26See R. H. Johnson & Co. v. S.E.C., 198 F.2d 690, 695 
(C.A. 2, 1952), cert. denied, 344 U.S. 855; Shultz v. 
S.E.C., 614 F.2d 561, 568 (C.A. 7, 1980). 


27As noted earlier, we have set aside one of the two 
violations found by the NYSE. See n. 4, supra. 
However, the Exchange imposed a one-year 
suspension for each violation, with the suspensions 
to run concurrently. 


28We have repeatedly held that the remedial action 
appropriate in the public interest depends on the 
facts and circumstances of each particular case and 
cannot be precisely determined by comparison with 
the action taken in other proceedings. See, e.g., 
Hinkle Northwest, Inc., Securities Exchange Act 
Release 15338 (November 18, 1978), 16 SEC 
Docket 173, 177. 


“It has long been recognized that the unique 
position of the specialist in the center of the 
exchange markets carries with it correlative 
responsibility. The specialist is permitted and even 
expected to trade for his own account and risk in the 
securities in which he is registered as specialist. He 
also functions as a broker executing orders 
entrusted to him by other brokers on behalf of their 
customers in the securities in which he specializes. 
Thus, he is ina position of trust and confidence with 
his customers and obligated within the terms of his 
agency to the strict standards of loyalty, disclosure 
and fair dealing required of fiduciaries.” Re, Re & 
Sagarese, 41 S.E.C. 230, 231 (1962). 


30We note that, in 1961, the NYSE fined Schloss 
$5,000 and cancelled his registration as a specialist 
in another stock because Schloss held an option in 
that stock. 
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Moreover, Schloss does not challenge the 
Exchange’s representation that, prior to the hearing 
before the panel, the NYSE’s Hearing Board 
screened each prospective panelist, offered Schloss 
and his counsel the opportunity to object to any 
panelist whom they thought might be biased, and 
honored all of Schloss’s objections. In any event, 
Schloss has not been prejudiced since the panel’s 
decision has been accorded de novo review both by 
the NYSE’s Board of Directors and by this 
Commission.”© 


Vi. 


Schloss argues that the one-year suspension 
imposed by the Exchange is excessive and 
oppressive.2” He asserts that it is far too severe in 
light of the nature of his alleged violation, and the 
sanctions imposed in other cases for similar 
violations.”® 


We cannot agree. Schloss’s deficient supervision 
cannot be treated as an insignificant oversight. The 
obligation to maintain fair and orderly markets goes 
to the very heat of the specialist’s responsibility. Yet, 
although Schloss was clearly alerted to the necessity 
of investigating his firm’s trading in the APL 
preferreds, he failed to take any action. 


As a specialist on the largest exchange in the nation, 
Schloss occupies a position charged with 
maintaining the highest standards of fair dealing.” 
The record clearly shows that Schloss failed to meet 
the responsibilities imposed on him. Instead, he 
permitted a pattern of trading to occur that was in 
direct conflict with the basic obligations of a 
specialist. Under the circumstances, we are unable 
to find the sanction assessed by the NYSE excessive 
or oppressive.*° 


An appropriate order will issue. 


By the Commission (Commissioners LOOMIS, 
EVANS and FRIEDMAN); Chairman WILLIAMS not 
participating. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16934/June 26, 1980 


Admin. Proc. File No. 3-5728 
In the Matter of the Application of 


IRWIN SCHLOSS 
One Whitehall Street 
New York, New York 


FOR REVIEW OF DISCIPLINARY ACTION TAKEN BY 
THE NEW YORK STOCK EXCHANGE, INC. 


ORDER AFFIRMING DISCIPLINARY SANCTION 
IMPOSED BY NATIONAL SECURITIES EXCHANGE 


On the basis of the Commission’s opinion issued this 
day, itis 


ORDERED that the one-year suspension from 
membership, allied membership, approved person 
status, and employment in any capacity with a 
member or member organization imposed by the 
New York Stock Exchange, Inc. on Irwin Schloss be, 
and it hereby is, affirmed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16935/June 26, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 724/June 26, 1980 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 92/June 26, 1980 


Admin. Proc. File No. 3-5439 
In the Matter of 

STEPHEN C. COKER 

932 North Shem Drive 


Mount Pleasant, South Carolina 


OPINION OF THE COMMISSION 


910/SEC DOCKET 


BROKER-DEALER AND 
PROCEEDINGS 


INVESTMENT ADVISER 


Grounds for Remedial Action 


Fraud 

Failure to Comply with Recordkeeping and Net 
Capital Requirements 

Injunction 

Appointment of SIPC Trustee 


Where officer of registered broker-dealer and 
registered investment adviser participated in 
fraudulent activities, and shared responsibility for 
recordkeeping and net capital violations; and where 
officer had been enjoined from violating antifraud 
provisions and a SIPC trustee had been appointed 
for his broker-dealer firm, held, in public interest to 
bar officer from association with broker, dealer, or 
investment adviser. 


APPEARANCES: 
Daniel |. MacIntyre, for Stephen C. Coker. 


Joseph L. Grant and Nancy J. Van Sant, for the 
Commission's Division of Enforcement. 


Stephen C. Coker, who was executive vice president 
and secretary of Stilwell, Coker & Company, Inc. 
(“Stilco”), formerly a registered broker-dealer,! and 
president and treasurer of S. C. Associates, Inc. 
(“SCA”), formerly a registered investment adviser,” 
appeals from the adverse decision of an 
administrative law judge. The law judge found, 
among other things, that Coker engaged in violations 
of antifraud, recordkeeping and net capital 
provisions of the securities laws. He concluded that 
Coker should be barred from association with any 
broker-dealer or investment adviser. 





1Stilco’s registration was revoked in these 
proceedings on the basis of its default. Stilwell, 
Coker & Co., Inc., Securities Exchange Act Release 
No. 14979 (July 19, 1978), 15 SEC Docket 313. 


2SCA did not appeal from the order of the 
administrative law judge revoking its registration, 
and that order has become final. S. C. Associates, 
Inc., Investment Advisers Act Release No. 699 
(September 11, 1979), 18 SEC Docket 343. 
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Although he excepts to certain of the law judge’s 
findings, Coker states that “the crux” of his petition 
for review is the sanction which the law judge 
imposed. Based on the unchallenged portions of the 
law judge’s initial decision, and our own 
independent review of the record, we make the 
following findings.? 


A. Stilco was organized in June 1975 as successor to 
a brokerage partnership between Coker and Charles 
D. Stilwell, who became Stilco’s president.* By the 
end of 1975, Stilco had sold 100,000 shares of its 
convertible preferred stock at $1.00 per share to 
seven persons, who paid for their stock, in whole orin 
part, with notes secured by various securities which 
they gave to Stilco as collateral. The preferred 
stockholders were assured that their collateral 
would not be sold without their consent. Yet the 
securities furnished by at least five of these investors 
were soon liquidated to meet Stilco’s need for 
capital. However, the stockholders were not 
informed of that fact. 


Although Coker denies that he personally made any 
representations to shareholders concerning the sale 
of their collateral, he was admittedly aware that such 
representations had been made by Stilwell. In fact, 
Coker admitted that “the assumption behind the 
whole offering [was] that the securities would be 
held and. . .could just be used to maintain capital 
.... Yet, at Stilwell’s direction, he executed sales of 
the collateral with full knowledge that shareholders 
had not agreed to, or been told about, the sale of their 
securities. Moreover, Coker was also aware that 
Stilco continued to pay preferred stockholders 
regular dividends and interest on collateral that had 
been liquidated, thus concealing the fact that Stilco 
no longer held their securities.® 


Coker further admitted that he was asked by one of 
the shareholders whose securities had been 
liquidated “how his collateral was doing.” Coker 
stated that he “was a bit embarrassed that | had to be 
talking with him,” but did not inform the investor that 
his securities had been sold. In another instance, 
Coker was admittedly aware that Stilco had sold 
another investor’s collateral for an amount more 
than $15,000 in excess of the note she had given 
Stilco. Yet he admitted that the excess was not 
remitted to the shareholder. When Coker was 
directed by the investor’s son to exchange his 
mother’s collateral for another security, Coker 
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attempted to purchase it, without informing the son 
that his mother’s collateral had already been sold. 
However, Coker was unable to buy the new security 
since Stilco lacked the necessary funds. 


B. On April 10, 1976, Vincent P. Kane became 
president of Stilco,° and Stilwell was elected 
chairman and chief executive officer. From March 
through August 1976, Stilco continued to face 
serious financial difficulties. During that period, its 
capital deficits ranged from about $31,000 to as 
much as $189,000. 


From its inception, Stilco had cleared its 
transactions on a fully disclosed basis through 
Elkins, Stroud, Suplee & Co., a New York Stock 
Exchange member firm. In August 1976, Elkins 
terminated its clearing arrangement with Stilco and, 
in September, began delivering to Stilco the fully 
paid securities Elkins had been holding for the 
accounts of Stilco’s customers. The deliveries began 
on September 15 and ended by October 21. 


In late September, Stilco was faced with a number of 
debts and financial obligations, primarily to banks, 
which it was unable to pay. On September 29, 1976, 
Coker met with Kane and Stilwell. Stilwell stated that 
the firm faced a financial crisis, and that the only 
thing that could be done was to convert the 
customers’ securities that were being returned by 





3Our findings pertaining to the antifraud charges, 
like those of the administrative law judge, are based 
on a Clear and convincing standard of proof. 


‘Stilwell did not appeal from the law judge’s order 
barring him from association with any broker-dealer 
or investment adviser. That order has become final. 
See S. C. Associates, Inc., supra. 


5Coker points out that the preferred shareholders’ 
written agreements with Stilco contained no 
restriction on Stilco’s right to sell their collateral. 
However, that circumstance is no defense to the 
admitted fraud that was practiced on these 
investors. See 5A Jacobs, The Impact of Rule 10b-5, 
§240, p. 10-71 (1979): “[T]he parol evidence rule 
cannot defeat a 10b-5 claim.” 


®The bar order entered against Kane by the law judge 
has become final. See S. C. Associates, Inc., supra. 
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Elkins. According to Coker, he “remorsefully” 
acquiesced in Stilwell’s plan. From September 29 
through about December 8, 1976, Stilco sold nearly 
$150,000 worth of securities belonging to 18 
customers, and misappropriated the proceeds. Most 
of those sales were effected by Coker. 


In light of the foregoing, it is abundantly clear that 
Coker willfully violated the antifraud provisions of 
Section 17(a) of the Securities Act and Section 10(b) 
of the Securities Exchange Act and Rule 10b-5 
thereunder. It is clear that Coker had the requisite 
scienter. 


The law judge found that Coker aided and abetted 
Stilco’s violations of recordkeeping and net capital 
provisions. 


Coker argues that he had no responsibility for 
Stilco’s books and records. However, as the law 
judge points out, Coker must have been aware that 
Stilco was maintaining false records as a result of its 
conversion of customers’ securities. In fact, Coker 
admitted as much. 


Coker does not challenge the law judge’s finding that 
Stilco operated with net capital deficiencies from at 
least March 1, 1976 until the time it ceased 
operations in December. Although he asserts that he 
had “no knowledge of and no responsibility for” 
Stilco’s “financial side,” he was admittedly aware of 
the financial crisis that led Stilco to misappropriate 
customers’ assets. By virtue of his participation in 
the massive conversions that were undertaken to 
keep the firm in business, it should have been 
obvious to Coker that Stilco was not operating in 
compliance with net capital requirements.’ 


We conclude that Coker willfully aided and abetted 
Stilco’s willful violations of Sections 15(c)(3) and 
17(a) of the Exchange Act and Rules 15c3-1 and 
17a-3 thereunder. 





’7Moreover, Coker was admittedly aware that, in an 


effort to deceive the firm’s auditors, certain 
securities were improperly shown on the firm’s 
books as part of its capital. 


8S.E.C. v. Stilwell, Coker & Co., Inc., etal., Civil Action 
No. 76-2405 (D.S.C.). 
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IV. 


Coker does not challenge the law judge’s findings 
that he aided and abetted SCA’s violations of 
antifraud and recordkeeping provisions of the 
Investment Advisers Act. 


The law judge found that, in October 1976, Coker 
aided and abetted SCA’s unauthorized sale of part of 
a client’s portfolio, and that, in an obvious effort to 
conceal that sale, the client was subsequently sent a 
statement indicating that the securities were still in 
his account. The law judge also found that SCA, 
aided and abetted by Coker, admittedly failed to 
maintain required books and records. 


V. 


On December 17, 1976, Coker was permanently 
enjoined, with his consent, from further violations of 
antifraud provisions of the securities acts. In the 
same action, at a time when Coker was still an officer 
of Stilco, a trustee was appointed for the firm 
pursuant to the provisions of the Securities Investor 
Protection Act.® 


Vi. 


Coker admits that he is not “faultless,” and does not 
contend “that he. . .committed no wrong.” However, 
he argues that the bar order imposed by the 
administrative law judge is unduly severe. He 
asserts, among other things, that Stilwell controlled 
the firm and was largely responsible for Stilco’s 
fraudulent operations; that he (Coker) was only 
“tangentially involved” in most of the misconduct 
that occurred; and that, when he acquiesced in the 
conversion of customers’ securities, he thought it 
would only be a “temporary expedient” since he had 
been assured that a certain individual was investing 
$250,000 to $300,000 in Stilco. He also points to 
favorable character testimony in the record from 
customers and others with whom he dealt. 


We are unable to conciude that any reduction in 
sanction is warranted. Even assuming that Stilwell 
played a dominant role in the misconduct we have 
found, Coker’s willing acquiescence in Stilwell’s 
fraudulent schemes clearly mandates the bar order 
which the law judge imposed. The conversion of 
customers’ securities can hardly be justified as a 
“temporary expedient.” Moreover, Coker admitted 
that he continued to convert customers’ securities 
after all hope for the expected investment in Stilco 
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had vanished. 


Coker has demonstrated a callous disregard for the 
most basic obligations of fair dealing borne by those 
in the securities business. Although we recognize 
the serious effect of a bar, we consider that a lesser 
remedy would be contrary to the public interest. In 
light of Coker’s egregious misconduct, we think that 
the sanction assessed by the law judge is necessary 
to protect public investors from further harm at 
Coker’s hands.? 


An appropriate order will issue. 


By the Commission (Commissioners LOOMIS, 
EVANS and FRIEDMAN); Chairman WILLIAMS not 
participating. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16935/June 26, 1980 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 724/June 26, 1980 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 92/June 26, 1980 


Admin. Proc. File No. 3-5439 
In the Matter of 

STEPHEN C. COKER 

932 North Shem Drive 


Mount Pleasant, South Carolina 


ORDER IMPOSING REMEDIAL SANCTION 


On the basis of the Commission’s opinion issued this 
day, it is 





°We note that, on the basis of his plea of guilty, Coker 
was recently convicted of fraud in connection with 
two instances in which customers’ securities were 
misappropriated by Stilco. U.S. v. Charles D. Stilwell, 
et. al., Criminal Action No. 80-1 (D.S.C., February 25, 
1980). See Litigation Release No. 9022 (February 
27, 1980), 19 SEC Docket 792. 


Volume 20, No. 7, July 8, 1980 


ORDERED that Stephen C. Coker be, and he hereby 
is, barred from association with any broker, dealer, 
or investment adviser. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 16936/June 26, 1980 


In the Matter of 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20546 


(File No. SR-NASD-80-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 7, 1980, the National Association of 
Securities Dealers, Inc. (the “NASD”) filed with the 
Commission, pursuant to Section 19(b)(1) of the 
Securities Exchange Act of 1934 (the “Act”), 15 
U.S.C. 78s(b)(1), and Rule 19b-4 thereunder, copies 
of a proposal to amend Schedule C under Article |, 
Section 2 of its By-Laws to revise its requirements for 
registration and qualification of representatives 
associated with member broker-dealer firms (File 
No. SR-NASD-80-1).! In particular, the proposal 
would create several new categories of “limited 





1The proposed rule change defines a 
“representative” as a person associated with a 
member, including an assistant officer other than a 
principal, who is engaged in the investment banking 
or securities business for the member including 
supervision, solicitation or conduct of business in 
securities, or training of persons associated with a 
member for any of these functions. 
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representative” registration, clarify the registration 
requirements for specified categories of principals, 
establish procedures for persons wishing to transfer 
registration from the SECO program? to the NASD, 
and make certain technical and stylistic changes to 
Schedule C. The revisions to the registration 
requirements for representatives and principals are 
an interim measure, pending Commission action on 
proposed Rule 15b7-1, and will expire on May 31, 
1981.4 


Notice of the filing together with its terms of 
substance, was given by publication of a 
Commission Release (Securities Exchange Act 
Release No. 16563, February 11, 1980) and by 
publication in the Federal Register (45 FR 10496, 
February 15, 1980). The proposed rule change was 
amended on May 20, 1980. Notice of the 
amendment was given by publication of a 
Commission Release (Securities Exchange Act 
Release No. 16841, May 23, 1980) and by 
publication in the Federal Register (45 FR 37789, 
June 4, 1980). No comments were received on 
either the original filing or the amendment. 


Currently, Schedule C of the NASD By-Laws 
specifies that representatives shall qualify as 
“Registered Representatives.” Schedule C also 
contains another category of registration, 
“Registered Options Representative,” for 
representatives whose activities include the 
solicitation and/or sale of option contracts. The 
proposed amendment to Schedule C would retain 
these categories, with certain modifications, and 
would create two new limited representative 
categories: Limited Representative—Investment 
Company and Variable Contracts Products and 
Limited Representative—Direct Participation 
Programs. 


Under the proposed rule change, the existing 
“Registered Representative” category would be 
redesignated “General Securities Representative” 
and qualification requirements would remain 
unchanged. In addition, the proposal would 
establish certain “grandfathering” provisions for 
persons previously qualified as Registered 
Representatives. 


The new “Limited Representative—Investment 
Company and Variable Contracts Products” category 
would permit an individual whose activities are 
limited to the solicitation, purchase and/or sale of 
redeemable securities of companies registered 
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pursuant to the Investment Company Act of 1940, 
securities of closed-end companies registered 
pursuant to the Investment Company Act of 1940 
during the period of original distribution only, and 
variable contracts and insurance premium funding 
programs registered pursuant to the Securities Act 
of 1933 to register as a limited representative after 
passing a specialized qualification examination. The 
new “Limited Representative—Direct Participation 
Programs” would permit an individual whose 
activities are limited to the solicitation, purchase 
and/or sale of programs which provide for flow- 
through tax consequences regardless of the 
structure of the legal entity or vehicle for distribution 
including, but not limited to, oil and gas programs, 
real estate programs, agricultural programs, cattle 
programs, condominium securities, Subchapter S 
corporate offerings and other programs of a similar 
nature to register as a limited representative after 
passing a specialized qualification examination.® 





2Under the proposal, a limited representative is an 
individual whose activities would be limited to 
certain specialized types of business and who could 
register to function as a representative in only those 
areas after passing a specialized qualification 
examination. 


3SECO broker-dealers are registered broker-dealers 
who are not members of the NASD. Rule 15b8-1 
under the Act requires persons associated with 
SECO broker-dealers to pass a qualification 
examination prior to engaging directly or indirectly 
in securities transactions. 


‘Proposed Rule 15b7-1 would establish uniform 
minimum qualification requirements for broker- 
dealers and their associated persons and would 
permanently establish categories of limited 
registration for principals and representatives. 
Securities Exchange Act Release No. 13679 (June 
27, 1977), 43 FR 34328 (July 5, 1977). 


‘The NASD has filed two proposed rule changes to 
provide plans and specifications for its Investment 
Company Products/Variable Contracts and Direct 
Participation Programs Representative 
Examinations (SR-NASD-80-2, SR-NASD-80-4). 
Notice of the proposals were given in Securities 
Exchange Act Release Nos. 16563 (February 11, 
1980) and 16711 (March 31, 1980), 45 FR 10496 
(February 15, 1980) and 45 FR 23841 (April 8, 
1980). 
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The rule proposal also would clarify the 
requirements for registration as Limited Principal— 
Investment Company and Variable Contracts 
Products and Limited Principal—Direct 
Participation Programs to indicate that, before 
registering as such, a limited principal in either 
category must first be registered in the analogous 
category of limited representative or as a General 
Securities Representative. Registered Options 
Principals would first be required to be or become 
qualified as General Securities Representatives and 
as Registered Options Representatives. 


Furthermore, the proposed rule change would 
establish new procedures for persons qualified 
under the SECO program who wish to become 
registered with the NASD. Under the proposed rule 
change, the President of the NASD would have the 
discretion to grant a grace period, not to exceed one 
year, to persons associated with applicants for 
membership to the NASD also registered under the 
SECO program to permit the associated persons to 
continue to function as representatives or principals 
pending their qualification with the NASD. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations applicable to 
registered national securities associations, and in 
particular, with the requirements of Section 15(b) 
and 15A of the Act and the rules and regulations 
thereunder. The Commission believes the activities 
of limited representatives in the proposed categories 
are sufficiently specialized to make it unnecessary 
for them to qualify as representatives in unrelated 
areas of the securities industry. By providing for the 
registration of limited representatives, the 
Commission believes that the NASD may provide 
greater opportunities for persons to register as 
brokers and dealers and become associated with a 
member firm. In addition, the Commission believes 
the NASD’s proposal accomplishes these results ina 
manner which is not designed to permit unfair 
discrimination between brokers and dealers and 
which will assist the NASD in enforcing compliance 
by its members, and persons associated with its 
members, with the provisions of the Act, rules 
thereunder, and the rules of the NASD. The 
Commission also finds that the proposal enables the 
NASD to implement appropriate qualification 
standards for its members, consistent with the 
NASD’s responsibilities under the Act. 
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The Commission finds good cause for approving the 
proposed rule change prior to the thirtieth day after 
the date of publication of notice of filing of 
amendment thereof. The proposed rule change 
imposes no additional restrictions on brokers and 
dealers or their associated persons. Further, by 
enabling such persons, to the extent their activities 
are limited solely to transactions involving securities 
in a limited category, to register with the NASD and 
qualify by taking a limited representative 
examination in lieu of a general securities 
examination, the proposed rule change may relieve 
a substantive regulatory burden. The Commission 
believes that the public interest would be served by 
the NASD’s prompt implementation of the proposed 
new limited representative categories. 


Copies of the proposed rule change, all subsequent 
amendments, all written statements with respect to 
the proposed rule change, as amended, which were 
filed with the Commission, and of all written 
communications relating to the proposed rule 
change as amended between the Commission and 
any persons were considered and are available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. (File No. SR-NASD-80-1).® 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, approved. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








*The Commission also considered public comments 
on proposed Securities Exchange Act Rule 15b7-1 
(File No. S7-709) and public information submitted 
in connection with a pending rule change proposal of 
the NASD to amend Schedule C of its By-laws (File 
No. SR-NASD-75-6). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 16937/June 26, 1980 


An order has been issued granting the application of 
the American Stock Exchange, Inc. to strike the 
Common Stock ($1 Par Value) of ATALANTA 
CORPORATION from listing and registration 
thereon. 








PUBLIC UTILITY HOLDING 
COMPANY ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21633/June 20, 1980 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
New York, New York 


SENECA RESOURCES CORPORATION 
Buffalo, New York 


(70-6241) 


SUPPLEMENTAL ORDER REGARDING ISSUANCE 
AND SALE OF SHORT-TERM NOTES TO BANK BY 
SUBSIDIARY COMPANY AND GUARANTY THEREOF 
BY HOLDING COMPANY 


National Fuel Gas Company (‘National’), a 
registered holding company, and one of its wholly- 
owned subsidiary companies, Seneca Resources 
Corporation (“Seneca”), have filed with this 
Commission a further post-effective amendment to 
the declaration in this proceeding pursuant to 
Sections 6(a), 7, and 12(b) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 45 
promulgated thereunder regarding the following 
proposed transactions. 


By orders in this proceeding dated February 2, 1979, 
and January 30, 1980 (HCAR Nos. 20911 and 
21415), Seneca was authorized to issue and sell not 
to exceed $20,000,000 of short-term notes 
outstanding at any one time to Houston National 
Bank, such notes to be unconditionally guaranteed 


by National. In accordance therewith, Seneca 
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currently has $19,100,000 short-term borrowings 
outstanding pursuant to a note issued under a loan 
agreement, which note becomes due on October 31, 
1980. Payment of principal and interest on the note 
is unconditionally guaranteed by National. 


Seneca and National now request that the amount of 
the proposed notes be increased to $25,000,000 
and that authorization for the issuance and sale of 
the notes, and the guarantee by National, be 
extended for a period of 7-1/2 months. Any new note 
issued, or any outstanding note of which the maturity 
date is extended, shall mature not later than June 
15, 1981. The other terms and conditions with 
respect to the increased line of credit will remainthe 
same, except as the loan agreement is amended as 
proposed below. The interest rate on any note issued 
pursuant to the loan agreement will continue to be 
the prime rate of interest at the bank, and National 
will continue to unconditionally guarantee payment 
of principal and interest on any such notes issued. 


Effective as of March 1, 1980, the bank has agreed to 
amend the loan agreement so that Seneca will be 
required to maintain an Average Daily Available 
Balance equal to 10% of the amount of funds 
available under the loan agreement. The change will 
reduce the effective cost of borrowing for Seneca. 
Seneca also intends to amend the loan agreement so 
that any outstanding note, plus any new notes issued 
pursuant to the loan agreement, would be secured 
with a portion of Seneca’s hardwood timber acreage 
located in the State of Pennsylvania. The reason for 
this change relates to Seneca’s 20% unsecured 
borrowing limitation. Finally, the loan agreement is 
to be amended to change the procedure for 
calculating the interest rate because of the 
maximum allowable interest rate under Texas law. 


It is stated that the increase in the line of credit to 
$25,000,000 is needed to provide working capital for 
Seneca and that the extension of the period of 
borrowings is necessary because the issuance of 
long-term notes under present market conditions 
would not be in Seneca’s or National’s best interest. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given in the 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21534), and no hearing has been 
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requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21634/June 20, 1980 


In the Matter of 


NEW ENGLAND POWER COMPANY 
Westborough, Massachusetts 


(70-6460) 


ORDER AUTHORIZING CHARTER AMENDMENT TO 
EXTEND SHORT-TERM DEBT AUTHORIZATION 
AND TO INCREASE AUTHORIZED PREFERRED 
STOCK 


New England Power Company (“NEP”), a subsidiary 
of New England Electric System (“NEES”), a 
registered holding company, has filed a declaration 
and an amendment thereto pursuant to Sections 
6(a), 7(e) and 12(e) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rules 62 and 65 
promulgated thereunder concerning the following 
transaction. 


The terms of the Cumulative Preferred Stock as set 


forth in the Articles of Organization and By-Laws 
provide that, except as voted by the holders of such 
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stock, the short-term unsecured indebtedness of 
NEP shall not exceed 10% of the sum of the principal 
amount of all bonds and other secured indebtedness 
and the capital, premium and surplus of NEP (the 
“capitalization’), and that all unsecured 
indebtedness of NEP shall not exceed 20% of such 
sum. By votes in 1970, 1973, 1975 and 1976 
pursuant to Commission approval (HCAR Nos. 
16653, 17853, 19095 and 19595), preferred 
stockholders authorized the issue by NEP of short- 
term unsecured indebtedness in excess of the 10% 
limitation, provided that all unsecured indebtedness 
would not exceed 20% of the capitalization of NEP 
and that such short-term indebtedness would be 
issued within limited periods after said votes. The 
current authority expires July 1, 1980. 


In the instant filing, NEP proposes to submit two 
Board of Director’s proposals to its stockholders at a 
special meeting in lieu of the annual meeting to be 
held June 25, 1980. In connection therewith, NEP 
has previously been authorized (HCAR 21591) to 
solicit ._proxies from its shareholders. The first 
proposal is to obtain authority from stockholders for 
the continued issue by NEP of short-term unsecured 
indebtedness in excess of the 10% limitation 
provided (i) such indebtedness shal! be issued not 
later than July 1, 1985, (ii) such indebtedness shall 
have a maturity not later than July 1, 1986, and (iii) 
the 20% limitation on all unsecured indebtedness of 
NEP shall remain in effect. This proposal requires 
the favorable vote, at a meeting called for that 
purpose, of a majority of the Cumulative Preferred 
stockholders. On April 30, 1980, NEP had 
$27,800,000 of short-term debt outstanding. NEP 
estimates that short-term debt requirements during 
1980 will reach a maximum of about $141,000,000, 
which amount may be reduced by permanent 
financing. 


The Second proposal seeks to amend the Articles of 
Organization and By-Laws to increase from 
$150,000,000 to $250,000,000 the aggregate 
outstanding par value of cumulative preferred stock 
that may be issued without a majority vote of the total 
number of shares of said stock then outstanding. 
This amendment will require the affirmative vote of 
at least two thirds of the 6% Cumulative Preferred 
Stock and Common stock, voting as one class, and 
two thirds of the now outstanding Cumulative 
Preferred Stock voting as a class. 


NEP proposes to solicit proxies from its 
shareholders, through the use of proposed soliciting 
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material, to obtain the required approval for the 
proposed amendments. Proceeds from the issuance 
of short-term debt and preferred stock will be used 
for planned construction projects, cash sinking fund 
requirements and payment of maturing bonds. 
NEP’s 1980-1984 construction program is expected 
to cost approximately $1,018,000,000, including 
allowance for funds used during construction. 
Included in the construction program are 
$948,000,000 for generation facilities, $66,000,000 
for transmission lines and substations and 
$4,000,000 for other facilities. In addition, NEP will 
have $132,000,000 of maturing bonds and 
$6,250,000 of cash sinking fund requirements 
between now and July 1985. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$12,525, including $5,000 in printing fees and 
$4,000 of services to be performed at cost by New 
England Power Service Company, an affiliate of NEP. 
No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21591), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that the 
declaration be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21635/June 23, 1980 


In the Matter of 


MASSACHUSETTS ELECTRIC COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-6471) 


NOTICE OF PROPOSED INCREASE OF AUTHORIZED 
SHORT-TERM BORROWING AND ORDER 
AUTHORIZING SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Massachusetts 
Electric Company (“Mass Electric’), an electric 
utility subsidiary company of New England Electric 
System (“NEES”), a registered holding company, 
has filed a declaration with this Commission 
pursuant to the Public Utility Holding Company Act 
of 1935 (“Act”), designating Sections 6(a), 7(e), and 
12(e) of the Act and Rules 62 and 65 promulgated 
thereunder as applicable to the proposed 
transaction. All interested persons are referred to 
the declaration, which is summarized below, for a 
complete statement of the proposed transaction. 


The terms of Mass Electric’s Preferred Stock, as set 
forth in the Articles of Organization and By-Laws, 
provide that, except as voted by holders of said 
stock, the short-term unsecured indebtedness of 
Mass Electric shall not exceed 10% of total 
capitalization. By order dated July 2, 1975 (HCAR 
No. 19076), Mass Electric was authorized to solicit 
proxies from its preferred stockholders to obtain 
their approval for the issuance of unsecured 
indebtedness in excess of the 10% limitation. By 
order dated July 29, 1975 (HCAR No. 19097), the 
Commission authorized the proposed increase in 
unsecured indebtedness, and such proposal was 
approved by a majority of the preferred shareholders 
at a special meeting held on August 1, 1975. The 
authorizations by the preferred stockholders and the 
Commission expires on July 1, 1980. 


Mass Electric proposes to submit to the preferred 
stockholders at a special meeting to be held August 
1, 1980, a proposal to extend its authority to issue 
short-term debt up to 20% of Mass Electric’s total 
capitalization. The continuation of the 20% 
permitted amount of short-term unsecured debt 
requires the favorable vote at a meeting called for 
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that purpose of a majority of the Preferred Stock. In 
connection therewith, Mass Electric proposes to 
solicit proxies from the holders of its Preferred Stock. 
The vote would renew the authorization for Mass 
Electric to issue unsecured indebtedness in excess 
of the 10% limitation provided (i) such indebtedness 
shall be issued not later than July 31, 1985, (ii) such 
indebtedness shall have a maturity not later than 
July 31, 1986, and (iii) the 20% limitation on all 
unsecured indebtedness of Mass Electric shall 
remain in effect. 


Mass Electric states that it is seeking this 
authorization so that it may have latitude as to the 
amount of short-term unsecured debt outstanding in 
order to use market opportunities for long-term 
financing at favorable rates. 


The fees and expenses to be paid by Mass Electric 
are estimated at $11,000 including service fees, at 
cost, of New England Power Service Company, a 
wholly owned subsidiary of NEES, of $3,600. No 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested 


person may not later than July 21, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, the reasons for such 
request, and the issues of fact or law raised by said 
declaration which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the 
request. At any time after said date the declaration, 
as filed or as it may be amended, may be permitted 
to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under 
the Act, or the Commission may grant exemption 
from such rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or 
advice as to whether a hearing is ordered will receive 
any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


It appearing to the Commission that the declaration, 
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insofar as it proposes the solicitation of proxies of 
Mass Electric’s preferred stockholders, should be 
permitted to become effective forthwith pursuant to 
Rule 62: 


IT IS ORDERED that the declaration regarding the 
proposed solicitation of proxies of Mass Electric’s 
preferred stockholders be, and it hereby is, 
permitted to become effective forthwith pursuant to 
Rule 62 and subject to the terms and conditions 
prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21636/June 24, 1980 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
GPU SERVICE CORPORATION 
Parsippany, New Jersey 


(70-6151) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF LONG-TERM, SECURED NOTE BY 
SUBSIDIARY AND GUARANTY BY HOLDING 
COMPANY 


General Public Utilities Corporation (“GPU”), a 
registered holding company, and its service 
company subsidiary, GPU Service Corporation 
(“Service Company”), have filed with this 
Commission a post-effective amendment to its 
declaration in this proceeding pursuant to Sections 
6(a), 7, and 12(b) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 45 
thereunder regarding the following proposed 
transactions. 


By orders dated May 18, 1978 (HCAR No. 20550) 
and July 31, 1978 (HCAR No. 20652), this 
Commission authorized (a) Service Company to 
issue its unsecured promissory notes maturing on 
December 31, 1979, evidencing borrowings of up to 
$13,000,000 from Hartford National Bank and Trust 
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Company (“Hartford”) and Citibank, N.A., and (b) 
GPU to guarantee the payment of principal and 
interest on such borrowings. Such promissory notes 
were to bear interest at 105% of the banks’ prime 
rate for commercial borrowings in effect from time to 
time. The proceeds from such borrowings were to be 
used to finance the construction and partial 
equipping of a 125,000 sq. ft. headquarters office 
building to be constructed by Service Company ona 
25 acre site in Parsippany, New Jersey, or to 
reimburse Service Company’s treasury for funds 
previously expended therefrom for such purposes. 
By order dated June 5, 1979 (HCAR No. 21082), the 
Commission authorized Service Company further to 
secure such borrowings by granting Hartford a first 
mortgage on the 25 acre site and office building. 


Thereafter, and pending the making by GPU and 
Service Company of more permanent financing 
arrangements for the building, by order dated 
December 31, 1979 (HCAR No. 21372), the 
Commission (a) extended the time during which 
Service Company could issue, and GPU could 
guarantee, notes evidencing borrowings from 
Hartford and Citibank, as well as the maturity date of 
such notes, to December 13, 1980, and (b) 
permitted such notes to bear interest at 108% of the 
prime rate, in effect from time to time. 


GPU and Service Company have conducted 
discussions with Teachers Insurance and Annuity 
Association of America (“TIAA”), regarding 
permanent mortgage financing for Service 
Company’s headquarters office building and the 
related real estate. As a result of these discussions, 
GPU and Service Company now propose that Service 
Company issue and sell to TIAA Service Company’s 
first mortgage note due 2005 in the principal 
amount of up to $15,500,000 (“Note”). The Note 
would bear interest at 13.25% per annum and would 
be secured by a first mortgage lien on the 
headquarters office building, land, and 
improvements. In addition, GPU proposes 
unconditionally to guarantee Service Company's 
payment of principal and interest on the Note. 


The Note will provide for level monthly payments of 
principal and interest designed to retire the Note at 
maturity. In addition, the Note would be redeemable 
beginning 1987 at specified redemption prices; 
provided that prior to 10 years following the date of 
issuance, the Note could not be redeemed by 
Service Company from certain indebtedness or 
preferred stock, including indebtedness or 
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preferred stock obtained at an interest cost or 
dividend rate of less than 13.25% per annum. 


Service Company will apply $13,000,000 of the 
proceeds of the sale of the Note to repay all its 
outstanding indebtedness to Hartford and the 
balance for general working capital purposes or to 
repay outstanding indebtedness to GPU. No further 
short-term notes will be issued pursuant to the 
authorization in this proceeding. 


No state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective 
amendment to the declaration has been given inthe 
manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 21589), and no hearing has been 
requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors 
and consumers that said declaration, as amended 
by said post-effective amendment, be permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as amended by said post-effective 
amendment, be, and it hereby is, permitted to 
become effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21637/June 24, 1980 


In the Matter of 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-6455) 


SUPPLEMENTAL ORDER AUTHORIZING CHANGE 
IN TERMS OF BIDDING IN CONNECTION WITH THE 
ISSUANCE AND SALE OF PREFERRED STOCK 


West Penn Power Company (“West Penn”), an 
electric utility subsidiary company of Allegheny 
Power System, Inc., a registered holding company, 
has filed with this Commission a post-effective 
amendment to the declaration in this proceeding 
pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder regarding the following 
proposed transaction. 


By order in this proceeding dated June 13, 1980 
(HCAR No. 21625), West Penn was, among other 
things, authorized to issue and sell up to $30 million 
in par value of its cumulative preferred stock. The 
bidding papers previously filed provided for the 
bidders to bid a price to be paid to West Penn of not 
less than 100% and not more than 102-3/4% of the 
par value of the preferred stock, which indicates that 
the lowest cost of money to the company will be 
determined by dividing the dividend bid by the price 
bid. It has come to the attention of West Penn that the 
bidding process would be enhanced and the final 
results to the company should be more 
advantageous if a compensation bid were to be 
permitted. As a result, West Penn has determined 
that the price to the company for the preferred stock 
and the initial price to the public should be $100 per 
share and that a compensation per share and a 
dividend rate should be bid. Under those 
circumstances, the lowest cost of money to the 
company will be determined by subtracting the 
amount of the compensation from $100 and dividing 
into the dividend. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said declaration as 
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amended by the post-effective amendment, be 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
declaration, as now amended, be, and it hereby is, 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 and 
50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21638/June 24, 1980 


In the Matter of 


THE NARRAGANSETT ELECTRIC COMPANY 
280 Melrose Street 
Providence, Rhode Island 02901 


(70-6470) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
FIRST MORTGAGE BONDS 


NOTICE IS HEREBY GIVEN that the Narragansett 
Electric Company (“Narragansett”), a subsidiary of 
New England Electric System (“NEES”), a registered 
holding company, has filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a) and 7 of the Act and Rule 
50 promulgated thereunder as applicable to the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


Narragansett proposes to issue and sell not 
exceeding $20,000,000 principal amount of First 
Mortgage Bonds (“Bonds”), to bear interest at such 
rate and to be issued at such price as shall be 
determined by competitive bidding. The terms and 
conditions relating to bids provide that each bid shall 
specify the interest rate (which shall be a multiple of 
1/8 of 1%) to be borne by the Series M Bonds, and 
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the price to be paid to Narragansett, which shall be 
not less than 98% of the principal amount nor more 
than 101-3/4%. The Series M Bonds will bear 
interest from the date on which bonds of the series 
are first certified. Interest will be paid semi-annually 
on February 1 and August 1. Narragansett will 
publicly invite sealed, written bids for the purchase 
of the Series M Bonds at least six days prior to 
entering into any contract or agreement for the 
issuance or Sale. 


The Series M Bonds will be issued under a First 
Mortgage Indenture and Deed of Trust dated as of 
September 1, 1944, as amended and 
supplemented, and will be secured, along with all 
other bonds issued under the Indenture, by a first 
mortgage on substantially all properties now owned 
and, to the extent permitted by law, thereafter 
acquired by Narragansett, except for the properties 
specifically excepted from the lien of the Indenture. 


The proceeds from the sale of Series M Bonds, 
estimated at approximately $20,000,000 will be 
applied (a) to the payment in part of short-term debt 
incurred to retire $22,750,000 of Series K Bonds, 
10-1/2%, maturing August 1, 1980, (b) retirement 
of short-term indebtedness incurred or to be 
incurred for capitalizable expenditures, (c) to pay for 
such expenditures or to reimburse the treasury 
therefor, or (d) to any combination thereof. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$200,000, including $50,000 for printing costs, 
$25,000 for trustee fees, $14,000 for accountant’s 
fees and $80,000 for services performed at cost by 
New England Power Service Company, an affiliate. 


The Division of Public Utilities and Carriers, 
Department of Business Regulation, of the State of 
Rhode Island has jurisdiction over the proposed 
transactions. It is stated that no state or federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may not later than July 18, 1980, request in 
writing that a hearing be held on such matter, stating 
the nature of his interest, and the reasons for such 
request, and the issues of fact or !aw raised by said 
application-declaration which he desires to 
controvert; or he may request that he be notified if 
the Commission should order a hearing thereon. Any 
such request should be addressed: Secretary, 
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Securities and Exchange Commission, Washington, 
D.C. 20549. A copy of such request should be served 
personally or by mail upon the applicant-declarant 
at the above-stated address, and proof of service (by 
affidavit, or in case of an attorney at law, by 
certificate) should be filed with the request. At any 
time after said date the application-declaration, as 
filed or as it may be amended, may be granted and 
permitted to become effective as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21639/June 24, 1980 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY 
New York, New York 


(70-6126) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK TO TRUSTEE FOR EMPLOYEE 
SAVINGS PLAN 


American Electric Power, Inc. (“AEP”), a registered 
holding company, has filed with this Commission, a 


post-effective amendment to its application- 
declaration previously filed and amended in this 
matter pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) and 
Rule 50(a)(5) promulgated thereunder concerning 
the following transactions. 


By orders dated April 25, 1978 and April 27, 1979 
(HCAR Nos. 20516 and 21022), AEP was authorized 
to issue and sell, from time to time through June 30, 
1980, up to 1,000,000 shares of authorized 
unissued common stock, par value $6.50, to 
Bankers Trust Company, the Trustee for the AEP 
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Employees Savings Plan (“Savings Plan”). Through 
May 2, 1980, a total of 647,200 of such shares had 
been sold to the Trustee for a total price of 
$12,529,231, leaving a balance of 352,800 shares. 


The Savings Plan is a defined contribution, 
individual account plan, under which a participant’s 
benefits are based solely upon the amount 
contributed to his account and any income and 
gains or losses which may be allocated to it. The 
Savings Plan meets the requirements of the 
Employer Retirement Income Security Act of 1974 
(“ERISA”) and qualifies under Section 401(a) of the 
Internal Revenue Code. Any employee who has 
attained age 20 and been employed one year with 
one or more of AEP’s subsidiaries (“Employers”) is 
eligible to participate, except employees covered by 
the National Bituminous Coal Wage Agreement and 
employees who are covered by collective bargaining 
agreements if their Employer and their union have 
agreed that their collective bargaining unit is to be 
covered by the Savings Plan. A participant may 
contribute to the Savings Plan, through regular 
payroll deductions, from 1% to 10% of his regular 
compensation, may change the rate of his 
contribution not more than twice in a 12-month 
period and may suspend his contribution for a 
minimum of three months. Each Employer 
contributes to the Savings Plan each month on 
behalf of each employee participant an amount 
equal to 50% of such participant’s contribution up to 
6% of his regular compensation (subject to 
applicable maximum contributions under ERISA) in 
each calendar year. 


The monthly contributions made by participants and 
Employers are remitted to the Trustee, and credited 
to the individual accounts of participants. Each 
participant’s contribution is invested by the Trustee, 
as directed by the participant, in one, or in equal 
portions in any twoor all, of the following three funds: 
(a) the AEP Stock Fund, which consists entirely of 
shares of AEP common stock; (b) the Equity Fund, 
which consists of an index fund of common stocks 
selected by the Trustee (and may include shares of 
AEP common stock); or (c) the Fixed Income Fund, 
the contributions to which are invested by the 
Trustee pursuant to a contract with the Equitable 
Life Assurance Society of the United States 
(“Equitable”) under which contract Equitable 
guarantees repayment of principal amounts 
invested with it and interest at an effective annual 
rate of 7.85% through December 31, 1987. 
Employer contributions on behalf of participants are 
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invested entirely in the AEP Stock Fund. Participants’ 
contributions are fully vested at all times. Employer 
contributions become vested at the earlier of (a) the 
end of the third year following the year for which the 
contributions were made, or (b) the participant's 
retirement, permanent and total disability, death or 


termination of employment after age 60 in certain 
cases. 


Participants, while employed, may elect to receive a 
distribution of all or a portion of the value of the 
vested contributions credited to their accounts by 
either (ij) during November of each year, 
commencing with November 1981, electing to 
receive a distribution of the value of all contributions 
to his account for the third calendar year preceding 
the year in which the election is made, such 
distribution to be made in cash and shares of AEP 
common stock or entirely in cash, and such election 
not resulting in any forfeiture or other penalty; or (ii) 
electing to withdraw, once in any twelve-month 
period, the value of all or part of the contributions 
credited to his account that have vested, such 
distribution to be made entirely in cash, and such 
election resulting ina full or partial suspension of the 
participant’s right to contribute to the Savings Plan 
for periods up to nine months. Upon the retirement 
(or other termination of employment) or death of a 
participant, the entire vested amount in his account 
is distributed to him or his designated beneficiaries, 
in cash and shares of stock, or entirely in cash if the 
distributee so elects. 


The administrative expenses of the Savings Plan are 
paid by the Employers. Direct charges and expenses 
arising from the purchase or sale of securities for the 
funds are paid by the Trustee from the funds 
involved. The price to the Trustee of such shares on 
any date of sale will be the average of the high and 
low sales prices of AEP’s common stock on the New 
York Stock Exchange on such date (determined after 
the close of trading for the day), but in no event less 
than the par value thereof). 


By post-effective amendment, AEP requests that it 
be authorized to issue and sell to the Trustee for the 
Savings Plan, through June 30, 1981, up to an 
additional 500,000 shares of its authorized unissued 
common stock, $6.50 par value, plus the unsold 
balance of the shares previously authorized but not 
heretofore issued and sold. 


AEP requests an exemption from the competitive 
bidding requirements of Rule 50 under the Act for 
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such issuance and sale pursuant to Rule 50(a)(5). 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$3,250. No state or federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said post-effective 
amendment to the application-declaration has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21592), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended by said post- 
effective amendment, be granted and permitted to 
become effeciive: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendments, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that (1) 
certificates thereunder shall be filed quarterly, 
including a summary of the total shares issued and 
total net proceeds realized, and (2) the certificate 
reporting the results of the first quarter of the 
calendar year shall also include a summary of the 
total expenses incurred, directly or indirectly, by AEP 
for operating the Plan during the preceding calendar 
year. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21640/June 24, 1980 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER AUTHORIZING 
EXTENSION OF AND INCREASE IN SHORT-TERM 
LOANS TO MINING SUBSIDIARY 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company, 
and Ash Creek Mining Company (“Ash Creek”), a 
mining subsidiary of PSO, have filed with this 
Commission a post-effective amendment to their 
application-declaration previously filed and 
amended pursuant to Sections 6, 7, 9(a), 10 and 12 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 43 and 45 promulgated 
thereunder concerning the following proposed 
transaction. 


By order dated November 30, 1976 (HCAR No. 
19777), PSO was authorized to organize and acquire 
all of the authorized common stock of Ash Creek, 
and to transfer to Ash Creek all of its existing coal 
interests in exchange for Ash Creek’s common stock 
in an aggregate par value equal to PSO’s capital costs 
relating to the coal interests. PSO transferred to Ash 
Creek properties having a cost basis of $3,839,040 
in return for 383,904 shares of Ash Creek’s common 
stock, par value $10.00 per share. Additional 
properties have not yet been transferred and remain 
in PSO ownership. PSO was also authorized to make 
short-term loans to Ash Creek, through December 
31, 1977, in the form of either open account 
advances or evidenced by notes, in an aggregate 
amount not to exceed $12,500,000 at any one time 
outstanding, to finance Ash Creek’s fuel programs. 
That authorization has subsequently been extended 
pursuant to supplemental orders (HCAR Nos. 
20329, 20414, 20476, 20505, 20568, 20646, 
20710, 20754, 20863, 20926, 20975, 21049, 
21364, 21486 and 21556). In the latest such 
supplemental order dated May 7, 1980 (HCAR No. 
21556), PSO was authorized to continue its 
financing of Ash Creek through June 30, 1980, inthe 
maximum principal amount of $1,235,000 
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outstanding at any one time. 


By post-effective amendment applicants-declarants 
request an extension of PSO’s authorization to 
finance Ash Creek through September 30, 1980, in 
the maximum principal amount of $1,350,000 
outstanding at any one time. Said amount includes 
approximately $1,150,000 of such loans expected to 
be outstanding at March 31, 1980, and $200,000 to 
cover budgeted expenditures through September 
30, 1980. 


The reason for such loans is the continued and 
indefinite suspension of mining operations at Ash 
Creek, pending the securing of permission from the 
Wyoming Department of Environment Quality for 
coal trucks to use the state highway serving Ash 
Creek’s proposed coal outloading facility for PSO 
mine No. 1 near Sheridan, Wyoming, and the 
availability of federal coal leasing on PSO’s States 
Ranch property. Accordingly, Ash Creek has not 
budgeted expenditures for further coal exploration 
and mine development activities or for construction 
of a coal outloading facility. Expenditures are 
needed, however, for maintenance and 
administrative costs required to maintain the 
interests of Ash Creek and PSO. 


It is stated that PSO and Ash Creek do not 
contemplate further development of the coal 
interests described in this filing, and that they 
continue to hold and maintain them until they can 
negotiate a satisfactory sale of the interests to a non- 
affiliate. Such sale is contemplated irrespective of 
any actions taken by the Wyoming Department of 
Environmental Quality with respect to the coal 
outloading facility and irrespective of any possible 
future availability of a federal coal leasing program 
on PSO’s States Ranch property. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$300. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
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amendment, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that PSO 
be, and it hereby is, authorized forthwith to continue 
its financing of Ash Creek through September 30, 
1980, in the maximum principal amount of 
$1,350,000 outstanding at any one time, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, and it 
hereby is, continued with respect to any further 
extension of time and any expenditures to be made 
after September 30, 1980. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21641/June 25, 1980 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


(70-6047) 


ORDER AUTHORIZING AMENDMENTS TO 
EMPLOYEE STOCK OWNERSHIP PLAN 


Middle South Utilities, Inc. (“Middle South”), a 
registered holding company, has filed a _ post- 
effective amendment to an application-declaration 
previously filed with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder regarding the proposed 
transactions. 


By order dated September 20, 1977 in this matter 
(HCAR No. 20183), the Commission authorized 
Middle South to make available, for acquisition by 
First National Bank of Commerce, New Orleans, 
Louisiana, as trustee under its Employee Stock 
Ownership Plan (“Plan”), directly from Middle South, 
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through January 31, 1979, upto 300,000 authorized 
but unissued shares of Common Stock, $5 par value 
(“Additional Stock”). By order of January 30, 1979 
(HCAR No. 20904), the Commission authorized 
extension of the period during which Additional 
Stock may be issued to the trustee to January 31, 
1982. 


Pursuant to the terms of the Plan, Middle South and 
its subsidiaries contribute to the trustee, for 
participating employees, an amount equal to the 
additional investment tax credit allowed to Middle 
South on its consolidated federal income tax return 
under the Internal Revenue Code of 1954, as 
amended. The trustee must invest and reinvest the 
cash contributions, and any income thereon, 
exclusively in Common Stock, $5 par value 
(‘Common Stock”), which it acquires, at its 
discretion, through open market or private 
purchases or directly from Middle South. Where 
Middle South offers Additional Stock and the trustee 
accepts such offer rather than acquire Common 
Stock in the open market or elsewhere, then it is 
presently provided that the Additional Stock will be 
acquired for an amount equal to the value equivalent 
to the average of the closing prices of the Common 
Stock based on Consolidated trading as defined by 
the Consolidated Tape Association and reported as 
part of the consolidated trading prices of the New 
York Stock Exchange listed Securities for twenty 
consecutive trading days immediately preceding the 
acquisition (“Market Value”). 


The Internal Revenue Service has _ recently 
promulgated a regulation that requires the use of 
Market Value only in those situations where an 
employer contributes stock to a plan. The regulation 
further provides that the twenty-day average rule 
does not apply to securities acquired with cash 
contributed to a plan. 


Due to the recent development, it is proposed that 
the Plan be amended to reflect permissible changes 
in the pricing of Common Stock that may be 
acquired by the trustee, as follows: (1) if a 
contribution to the Plan is in Common Stock, the 
number of shares contributed will be determined by 
the average of the closing prices of the Common 
Stock based on consolidated trading as defined by 
the Consolidated Tape Association and reported as 
part of the consolidated trading prices of New York 
Stock Exchange listed securities for twenty 
consecutive trading days immediately preceding the 
due date for filing Middle South’s consolidated 
federal income tax return; (2) with respect to cash 
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contributions to the Plan, if Middle South offers 
Additional Stock to the Trustee and the trustee 
chooses to accept such offer rather than to acquire 
Middle South’s Common Stock in the open market or 
elsewhere, the Additional Stock will be acquired for 
an amount equal to its fair market value at the time of 
acquisition (rather than an amount determined by 
reference to the twenty-day average); and (3) if 
dividends are reinvested by the trustee in Additional 
Stock, such Stock will be acquired for an amount 
equal to its fair market value at the time of 
acquisition. Amendments to the Plan will also clarify 
that the trustee may effect purchases of Common 
Stock from Middle South under its Dividend 
Reinvestment and Stock Purchase Plan or any other 
similar plan made available to all record holders of 
Common Stock which may be in effect from time to 
time, at the purchase price provided for in such plan. 


It is stated that no special or severable fees, 
commissions or expenses will be incurred by Middle 
South in connection with the proposed transaction. 
It is further stated that no state or federal regulatory 
authority, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said post-effective 
amendment to said application-declaration has 
been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 21600), and 
no hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted 
and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended, be, and it 
hereby is, granted and permitted to become 
effective forthwith subject to the terms and 
conditions prescribed in Rule 24 promulgated under 
the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 21642/June 25, 1980 


In the Matter of 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


(70-6458) 


ORDER RELEASING JURISDICTION OVER UNDER- 
WRITER’S COMMISSIONS, BOND INTEREST RATES, 
BOND PRICE AND EFFECTIVE INTEREST COST 


Indiana & Michigan Electric Company (“l&M”), an 
electric utility subsidiary company of American 
Electric Power Company, Inc., (“AEP”), a registered 
holding company, has filed with this Commission a 
post-effective amendment to its application- 
declaration previously filed and amended in this 
matter pursuant to Sections 9(a), 10 and 12(d) of the 
Public Utility Holding Company Act of 1935 (“Act”) 
and Rule 44(b)(3) promulgated thereunder 
concerning the following matter. 


By order dated June 11, 1980 (HCAR No. 21618), 
1&M was authorized to enter into a transaction 
concerning the financing of up to $50,000,000 of 
pollution control facilities. Jurisdiction was reserved 
with respect to the commissions to be received by 
the respective underwriters, the interest rate to be 
born by the Series A Bonds, the price at which such 
bonds will be offered to the public, and the effective 
interest cost to complete the transaction. 


By post-effective amendment, it is stated that, 
provided the Common Council of the City of 
Rockport (“City”) adopt the requisite ordinance, the 


City and E.F. Hutton & Company, Inc., as 
representative of the several underwriters 
(“underwriters”), plan to enter into a Bond Purchase 
Agreement on June 19, 1980 which will provide for 
the issuance of $40,000,000 principal amount of the 
City’s Series A Bonds which will be dated as of June 
1, 1980; that $6,500,000 principal amount of the 
Series A Bonds will bear interest payable semi- 
annually at the rate of 9-1/8% per annum, and will 
mature on June 1, 2005; that $33,500,000 principal 
amount of the Series A Bonds will bear interest 
payable semi-annually at the rate of 9-1/4% per 
annum and will mature on June 1, 2010; that the 
price at which the Series A bonds will initially be 
offered to the public will be 100% of the principal 
amount plus accrued interest from June 1, 1980; 
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and that the underwriters will pay to the City 97- 
1/2% of the principal amount, resulting in an 
effective interest cost of approximately 9-1/2% per 
annum to the company. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-effective 
amendment, be granted and permitted to become 
effective and that the jurisdiction heretofore 
reserved be released: 


IT IS ORDERED, pursuant to the applicable 
provisions of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective under the Act, 
and that the reservation of jurisdiction previously 
ordered be, and it hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 572/June 20, 1980 


In the Matter of 
WORLD AIRWAYS, INC. 
File No. 22-10330 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 310(b)(1)(ii) 


The Securities and Exchange Commission has 
issued an order on an application by World Airways, 
Inc. pursuant to Section 310(b)(1)(ii) of the Trust 
Indenture Act of 1939 declaring that the 
trusteeships of Manufacturers Hanover Trust 
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Company under (a) an existing indenture qualified 
under the Act in 1977 and (b) an existing indenture 
that is not qualified under the Act, are not solikely to 
involve a material conflict of interest as to make it 
necessary in the public interest or for the protection 
of investors to disqualify Manufacturers Hanover 
from acting as trustee under the qualified indenture. 





TRUST INDENTURE ACT OF 1939 
Release No. 573/June 25, 1980 


An order has been issued under the Trust Indenture 
Act of 1939 on an application of Atlantic Richfield 
Company (“ARCO”) that the trusteeship of Chase 
Manhatten Bank, N.A. (“Chase”) under two existing 
indentures of ARCO and one of ARCO Pipeline 
Company and ARCO as Guarantor, and the 
trusteeship of Chase under an existing indenture of 
The Anaconda Company (“Anaconda”), a wholly- 
owned subsidiary of ARCO, are not so likely to involve 
a material conflict of interest as to make it necessary 
to disqualify Chase from acting as trustee. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 11228/June 20, 1980 


In the Matter of 


TAX EXEMPT BOND FUND FOR MINNESOTANS, 
INCORPORATED 

1414 Sco Line Building 

Minneapolis, Minnesota 55402 


(811-2816) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Tax Exempt Bond 
Fund For Minnesotans, Incorporated (“Applicant”), 
registered as an open-end, diversified management 
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investment company under the Investment 
Company Act of 1940 (“Act”), filed an application 
pursuant to Section 8(f) of the Act on May 19, 1980, 
for an order of the Commission declaring that 
Applicant has ceased to be an investment company 
as defined in the Act. All interested persons are 
referred to the application on file with the 
Commission for a statement of the representations 
set forth therein, which are summarized below. 


Applicant states that it was incorporated under the 
laws of the state of Minnesota on January 25, 1978. 
According to the application, Applicant failed to 
receive enough subscriptions to meet the minimum 
capitalization requirements of the state of 
Minnesota. Applicant represents that it had no 
security holders and that subscription amounts were 
refunded in full to subscribers by First National Bank 
of Minneapolis on or about May 15, 1980. The 
application states that all expenses of the Applicant, 
including liquidation expenses, were paid by 
Minnesota Fund Management, Incorporated, the 
Applicant’s investment adviser. Applicant states 
that there were no expenses deducted from 
subscription amounts. Applicant states that it had 
no portfolio securities nor any other assets. Finally, 
Applicant states that it intends to file a certificate of 
dissolution with the state of Minnesota. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company, it shall so declare by 
order and upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 15, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
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under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11229/June 20, 1980 


In the Matter of 


NASSAU PHYSICIANS’ FUND, INC. 
1200 Stewart Avenue 
Garden City, New York 11530 


(811-920) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 
DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that Nassau Physicians’ 
Fund, Inc. (“Applicant”), an open-end, diversified 
management investment company registered under 
the Investment Company Act of 1940 (“Act”), filed 
an application on May 7, 1980, pursuant to Section 
8(f) of the Act for an order of the Commission 
declaring that Applicant has ceased to be an 
investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant is a corporation organized under the laws 
of the State of Maryland. Applicant filed its initial 
Registration Statement under the Act on December 
23, 1959, which first became effective on March 8, 
1960. 
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Effective October 31, 1979, Applicant sold 
substantially all of its property and assets to Smith, 
Barney Equity Fund, Inc. (“Smith, Barney”) without 
the assumption by Smith Barney of any liabilities of 
Applicant in exchange for shares of Smith, Barney at 
net asset value, pursuant to an Agreement and Plan 
of Reorganization (“Agreement”) approved by 
Applicant’s Board of Directors February 15, 1979 
and August 21, 1979. In accordance with Maryland 
law the Agreement was approved by an affirmative 
vote of the holders of not less than two-thirds of the 
outstanding common stock of Applicant. The assets 
of Applicant transferred to Smith, Barney consisted 
of all of the investments, properties, rights and other 
assets of Applicant, free and clear of all liens, 
encumbrances and claims, whatsoever, excluding a 
cash reserve in the amount of $5,000 which was 
retained by Applicant for the payment of its 
expenses in connection with the Agreement, its 
liquidation, dissolution and its other liabilities. The 
shares of Smith, Barney received by Applicant were 
distributed pro rata, to the shareholders of 
Applicant. According to the application, the 
Applicant as of October 30, 1979, had 259,860 
shares of common stock with a net asset value of 
$11.14 and an aggregate net asset value of 
$2,894,661. 


Applicant represents that it intends to take 
appropriate steps to file a certificate of dissolution 
under the laws of the State of Maryland. Applicant 
indicates that it is indebted for legal and accounting 
fees and expenses relating to its liquidation and 
dissolution in an indeterminable amount. Further, 
Applicant asserts that it no longer has any security 
holders, is not a party to any litigation or 
administrative proceeding and does not propose to 
engage in any activity other than that necessary for 
winding up its business affairs. 


Section 8(f) of the Act provides, in pertinent part, 
that when the Commission, upon application, finds 
that a registered investment company has ceased to 
be an investment company it shall so declare by 
order, and upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 15, 1980, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
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for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant(s) at the address(es) stated above. 
Proof of such service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11230/June 24, 1980 


In the Matter of 


SPARBANKERNAS BANK 
Brunkebergstorg 8 
S-105 34 Stockholm, Sweden 


(812-4679) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 


EXEMPTING APPLICANT FROMALL PROVISIONS OF 
THE ACT 


NOTICE IS HEREBY GIVEN that Sparbankernas 
Bank (“Applicant”) filed an application on May 12, 
1980 for an order of the Commission pursuant to 
Section 6(c) of the Investment Company Act of 1940 
(“Act”) exempting Applicant from all provisions of 
the Act. All interested persons are referred to the 
application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 
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Applicant states that its principal office is located at 
Brunkebergstorg 8, Stockholm, Sweden, and that it 
is the parent of a bank group which, at the end of 
1979, ranked on the basis of consolidated total 
assets as the fourth largest bank in Sweden. 
Applicant’s assets are stated to have totaled 
$2,758,000,000 at December 31, 1979, of which 
loans and advances (including interbank lending) 
accounted for approximately 50%. Applicant states 
that since it was founded in 1942 it has been totally 
owned by Swedish savings banks and that its share 
capital at the end of 1979 amounted to $22,000,000. 
Applicant represents that it has no domestic 
branches and no foreign subsidiaries, branches or 
agencies, though it owns a minority interest in a 
Luxembourg consortium bank. 


Applicant represents that it functions principally as 
a central and commercial bank for Swedish savings 
banks and as a full service commercial bank. 
Applicant’s business activities are said to include 
accepting deposits, extending credit through loan 
agreements, discounting bills and providing 
overdraft facilities, acting as a securities broker and 
underwriter and performing clearing, accounting, 
trust, financial advisory and securities 
administration services. Applicant states that it 
provides international banking services to 
customers through its worldwide correspondent 
banking network and participates in underwriting 
and selling groups for international bond issues in 
the international capital market. Through its three 
principal subsidiaries, Applicant states, it is a major 
home mortgage lender and engages to a lesser 
extent in municipal finance, factoring and leasing. 
Applicant represents that, during the three fiscal 
years ended December 31, 1979, Applicant's 
revenues from brokerage, trading and underwriting 
activities never constituted more than 22% of its 
annual gross revenues. 


Applicant states that at December 31, 1979 its total 
loans and advances amounted to $1,366,000,000 
(50% of total assets) and customer deposits 
represented 80% of total liabilities, and for the year 
then ended interest income accounted for 54% of 
gross revenues. Applicant states further that at the 
end of 1979 investment securities constituted 37% 
of its total assets, primarily due to the 45% liquidity 
ratio imposed upon Applicant by the Central Bank of 
Sweden (“Central Bank”). It is stated that, at 
December 31, 1979, 98% of its deposits represented 
deposits from, and 97% of Applicant’s loans and 
advances constituted credits extended to, Swedish 
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customers of Applicant. Applicant states that the 
largest portion of its funding has traditionally been 
based on interest-accruing demand deposits, which 
at December 31, 1979 represented approximately 
27% of its total deposits, and that it has 


approximately 5,500 separate depositors. 


Applicant represents that it is extensively regulated 
by Swedish governmental authorities, operates, as 
do all Swedish commercial banks, under a 
government charter which is granted for a period not 
exceeding ten years and which upon application 
may be extended for subsequent periods of up toten 
years (Applicant’s current charter extends to 
December 31, 1984), and is supervised by the 
Swedish Bank Inspection Board (‘Inspection 
Board”) and the Central Bank. Applicant states its 
administration and financial operations are subject 
to regular supervision by five auditors, four of whom 
are elected by shareholders at an annual meeting. 
One of those four elected auditors must be a 
qualified, full-time professional accountant, 
authorized by the Swedish Board of Commerce. The 
fifth auditor is an independent accountant 
appointed annually by the Inspection Board. The 
Inspection Board periodically examines each bank’s 
loan portfolio, requires monthly statements of 
financial condition and may intervene in 
management if deemed necessary to enforce the 
Swedish Banking Companies Act of 1955, as 
amended (“Bank Act”), or preserve the solvency of a 
bank. Applicant states that the Central Bank 
regulates Swedish banking and credit markets as 
well as monetary and foreign exchange matters, 
imposing reserve requirements and liquidity ratios 
on banks and cash or Central Bank deposit 
requirements on commercial banks and 
recommending bank credit and interest rate 
ceilings. Applicant further states that the Bank Act 
imposes lending limits as well as capital coverage 
and legal reserve fund requirements, forbids 
Swedish banks to hold for their own account shares 
in other corporations without government approval, 
limits insider transactions, permits no more than 
one in every five directors of a bank to be an official of 
the bank and prohibits senior bank officers from 
serving as directors of securities dealers or 
underwriters. 


Applicant states that it proposes to issue and sell 
unsecured prime quality commercial paper notes 
denominated in United States dollars to a 
commercial paper dealer inthe United States, which 
will then reoffer the notes in the minimum 
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denomination of $100,000 to the types of investors 
which normally purchase commercial paper. 
Applicant states that the notes will provide a source 
of funds for it to finance or refinance its short-term 
U.S. dollar and other non-Swedish currency credits. 
According to Applicant, its commercial paper notes 
will rank pari passu among themselves and with all 
other unsecured unsubordinated indebtedness of 
Applicant, including Applicant’s deposit liabilities, 
and ahead of its share capital. 


Applicant plans to sell the notes without registration 
under the Securities Act of 1933, as amended (the 
“1933 Act”), in reliance upon an opinion of its United 
States special counsel that the offering will qualify 
for exemption from the registration requirements of 
the 1933 Act provided for certain short-term 
commercial paper by Section 3(a)(3) thereof. 
Applicant will not proceed with its proposed offering 
until it has received such an opinion letter. Applicant 
does not request Commission review or approval of 
such opinion letter, and the Commission expresses 
no opinion as to the availability of any such 
exemption. Applicant further represents that the 
proposed issue of securities and all future issues of 
securities of Applicant in the United States will have 
received, prior to issuance, one of the three highest 
investment grade ratings from at least one of the 
nationally recognized statistical rating organizations 
and that its counsel shall have certified that such 
rating has been received; provided, however, that no 
such rating will be required to be obtained with 
respect to any such issue if in the opinion of 
Applicant’s counsel, having taken into account for 
the purposes thereof the doctrine of “integration” 
referred to in various releases and no-action letters 
made public by the Commission, an exemption from 
registration is available with respect to such issue 
under Section 4(2) of the 1933 Act. Applicant 
undertakes to ensure that the dealer will provide 
each offeree who has indicated an interest in 
Applicant’s commercial paper notes, prior to any 
sale of the notes to such offeree, with a 
memorandum describing the business of Applicant 
together with the most recent publicly available 
fiscal year-end balance sheet and income statement 
of Applicant, which shall have been audited in such 
manner as is customarily done for the Bank by 
Swedish auditors. Applicant represents that the 
aforementioned memorandum will be accompanied 
by a brief paragraph highlighting material 
differences between Swedish and United States 
generally accepted accounting principles 
applicable to banks. Applicant also represents that 
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such memorandum will be at least as 
comprehensive as those customarily used in 
commercial paper offerings in the United States. 
Such memorandum will be updated periodically to 
reflect material changes in Applicant’s financial 
status. Applicant also states that it is not subject to 
the reporting requirements of the Securities 
Exchange Act of 1934 and will not become subject to 


such requirements as a result of the issuance and 
sale of its notes. 


Applicant further represents that, although it has no 
present intention of doing so, it may in the future 
offer other securities (other than shares of its capital 
stock) in the United States pursuant to a registration 
statement under the 1933 Act, or pursuant to an 
applicable exemption from registration under the 
1933 Act, and any such offerings will be made onthe 
basis of disclosure documents ait least as 
comprehensive as those used in the proposed 
offering. Applicant undertakes to ensure that such 
disclosure documents will be provided to each 
offeree who has indicated an interest in the 
securities then being offered by Applicant, prior to 
any sale of such securities to such offeree, except 
that in the case of an offering made pursuant to a 
registration statement under the 1933 Act, such 
disclosure documents will be provided to such 
persons and in such manner as may be required by 
the 1933 Act and the rules and regulations 
thereunder. Applicant consents to having any order 
granting the relief requested under Section 6(c) of 
the Act expressly conditioned upon its compliance 


with its undertakings regarding disclosure 
documents. 


Applicant represents that it will appoint a United 
States corporation as its agent to accept service of 
process in any action based on any of its commercial 
paper and instituted in any State or Federal court by 
a holder of its commercial paper. Applicant further 
represents that it will expressly accept the 
jurisdiction of any State or Federal court in the City 
and State of New York with respect to any action and 
that both its appointment of an authorized agent and 
such acceptance of jurisdiction will be irrevocable 
until all amounts due and to become due with 
respect to the commercial paper have been paid. 
Applicant represents that it will similarly appoint an 
agent for service of process and accept jurisdiction 
in suits arising from any other offerings of securities 
that it may make in the United States. 


Applicant requests an order pursuant to Section 6(c) 
of the Act exempting it from all provisions of the Act. 
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Applicant states that, among other things, 
compliance by it with a number of substantive 
provisions of the Act wouid, as a practical matter, 
conflict with its operation as a commercial bank and 
that Applicant would thus be effectively precluded 
from selling securities in the United States if it were 
required to register as an investment company and 
comply with such provisions of the Act. Moreover, 
Applicant states, approval of the application would 
facilitate Applicant's access to the United States 
capital market and would thus implement a broad 
objective of the International Banking Act of 1978, 
which is to place United States banks and foreign 
banks on a basis of competitive equality in their 
United States transactions. Applicant asserts that it 
is a major commercial bank subject to extensive 
regulation by Swedish banking authorities and 
therefore that imposition of the requirements of the 
Act upon Applicant would be unnecessary. As a 
Swedish commercial bank subject to such 
regulation, Applicant argues that it is significantly 
different from the type of institution that Congress 
intended the Act to regulate. Applicant concludes 
that granting its requested exemptive order 
pursuant to Section 6(c) of the Act would be 
appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 24, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
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of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11231/June 25, 1980 


In the Matter of 


INTERCAPITAL TAX-EXEMPT SECURITIES INC. 
and 


INTERCAPITAL INDUSTRY-VALUED SECURITIES, 
INC. 

One Battery Park Plaza 

New York, N.Y. 10004 


(812-4597) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) 


InterCapital Tax-Exempt Securities Inc. and Inter- 
Capital Industry-Valued Securities Inc. 
(“Applicants”), registered under the Investment 
Company Act of 1940 (“Act”) as open-end, 
diversified management companies, filed an 
application on January 22, 1980 for an order of the 
Commission pursuant to Section 6(c) of the Act 
declaring that Dr. Irwin Friend, a director of both 
Applicants, shall not be deemed an interested 
person of either Applicant within the meaning of 
Section 2(a)(19) of the Act solely by reason of his 
position as director of PMI Securities Co., a 
registered broker-dealer under the Securities 
Exchange Act of 1934. 


On March 13, 1980, a notice (Investment Company 
Act Release No. 11085) was issued of the filing of 
said application. The notice gave interested persons 
an opportunity to request a hearing and stated that 
an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed, and 
the Commission has not ordered a hearing. The 
matter has been considered, and it is found that the 
granting of the requested exemption is appropriate 
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in the public interest and consistent with the 
protection of investors and the purposes fairly 


intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the 
provisions of Section 2(a)(19) of the Act, to the 
extent requested, be, and hereby is, granted. 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 11232/June 25, 1980 


In the Matter of 


CONSOLIDATED RAIL CORPORATION 
Six Penn Center Plaza 


Philadelphia, Pennsylvania 19104 
(812-4662) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING CONRAIL EQUITY CORPORATION 
FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that Consolidated Rail 
Corporation (‘Applicant’), a Pennsylvania 
corporation created pursuant tothe provisions of the 
Regional Rail Reorganization Act of 1973, as 
amended (“Rail Act’), filed an application on April 
11, 1980, and an amendment thereto on June 5, 
1980, for an order, pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”), 
exempting Conrail Equity Corporation (“CEC”), a 
proposed subsidiary of Applicant which will be 
incorporated to facilitate the establishment of a 
noncontributory employee stock ownership plan, 
from all provisions of the Act. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


According to the application, following the crisis in 
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rail transportation in the northeastern United States 
which resulted from the bankruptcy of several 
railroads, the Rail Act was enacted. Pursuant to its 
terms, on April 1, 1976, Applicant received rail 
related assets from various transferors, including 
the railroads in reorganization in the northeast. In 
payment for these assets, Applicant issued 25,000 
shares of its common stock, par value $1 per share 
(“Conrail Common”) and 31,740,373 shares of its 
Series B preferred stock, par value $1 per share 
(“Conrail Series B”’), all of which shares were 
deposited with a special court pending 
determination of the appropriate distribution to the 
transferors. In March 1980, that court ordered that 
one share of Conrail Series B be issued in the name 
of one of the transferors. The Rail Act also provided 
for investments in Applicant of up to $3.3 billion by 
the federal government through the United States 
Railway Association (“USRA”), a corporation 
comprised of representatives of the federal 
government, railroad and labor management, state 
and local governments, railway shippers and 
financial institutions. The responsibilities of USRA 
include: providing federal financing for Applicant, 
monitoring Applicant’s performance and making 
recommendations to Congress. In consideratioin of 
USRA’s investments to date, Applicant has issued to 
USRA $1 billion in principal amount of 7.5% 
convertible debentures and approximately 18 
million shares of Series A preferred stock, par value 
$1 per share (“Conrail Series A”). 


Applicant represents that the Rail Act conditions 
USRA’s investment of the final $345 million of the 
currently authorized federal investment in 
Applicant upon Applicant’s creating and having in 
effect an employee stock ownership plan which 
meets certain requirements set forth in Section 
216(f) of the Rail Act. Applicant states that in order to 
obtain those final funds it intends to put into effect 
on or about July 1, 1980, an employee stock 
ownership plan (‘‘Plan’’) meeting those 
requirements. One of the requirements of Section 
216(f) of the Rail Act is that the Plan must contain a 
provision for its termination, and the defeasence of 
the employees’ interests, if Applicant has not 
attained certain specified financial and operational 
levels (“Benchmarks”) within approximately 10 
years after Applicant’s initial contribution tothe Plan 
(“Benchmark Period”). Applicant states that it 
determined that such a provision might conflict with 
Section 403(c) of the Employee Retirement Income 
Security Act of 1974 (“ERISA”), as well as with the tax 
qualification requirements of Section 401(a) of the 
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Internal Revenue Code of 1954 (“Code”), which, in 
general, prohibit the assets of an empioyee stock 
ownership plan from inuring to the benefit of the 
sponsoring employer. Applicant further states that 
the Rail Act also requires that the Plan must contain 
any provisions that USRA, with the concurrence of its 
Finance Committee (a quasi-independent 
committee of USRA’s board of directors consisting of 
the Secretaries of the Departments of 
Transportation and the Treasury and the Chairman 
of USRA), deem reasonably necessary to protect the 
interests of the United States in certain specified 
respects. 


In order to meet the various statutory requirements 
of the Rail Act, ERISA and the Code, Applicant 
intends to establish the Plan and fund it with 
securities of a newly formed subsidiary, CEC, 
created by Applicant solely to implement the Plan. 
Applicant proposes to issue Conrail Common to its 
subsidiary, CEC, and in exchange, receive securities 
issued by CEC. During the Benchmark Period, CEC 
would continue to hold the Conrail Common while 
Applicant used its holdings of CEC securities to fund 
the Plan through yearly contributions of CEC 
securities to the Plan. Following the Benchmark 
Period, the CEC securities then held by the Plan 
could be redeemed with CEC for varying amounts, 
depending upon whether the Benchmarks had been 
attained. According to the application, on April 16, 
1980, Applicant’s Board of Directors approved the 
Plan and authorized its chief executive officer to 
execute the necessary documents to form CEC, and 
to adopt the Plan. The Plan, including the use of the 
CEC format, was endorsed by the USRA and the 
Departments of the Treasury and Transportation. 


Applicant states that CEC will be a corporation 
organized under the laws of Pennsylvania, with a 
business purpose limited to: (1) owning and holding 
the Conrail Common contributed to it and (2) 
investing securities or any other property received in 
substitution for or in addition to its ownership of the 
Conrail Common. In addition, Applicant states that 
CEC will be specifically prohibited from incurring 
any indebtedness; that Applicant will enter into an 
agreement to pay CEC’s operational expenses; and 
that Applicant’s employees will serve, without 
additional compensation, as officers and directors of 
CEC. All of CEC’s assets, which will consist of 
approximately 4.412 million shares of Conrail 
Common (without exercisable voting rights) and 
$44,200 in cash, will be contributed to CEC by 
Applicant in order to implement the Plan, in 
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exchange for which CEC will issue all of its 
authorized stock to Applicant, consisting of one 
share of common stock, par value $1 per share 
(“CEC Common”), and 4.412 million shares of 
preferred stock, par value $0.01 per share (“CEC 
Preferred”). Only the one share of CEC Common, to 
be continuously held by Applicant, will carry voting 
rights (except, the CEC Preferred will be entitled to 
vote in situations involving certain amendments to 
the CEC Articles of Incorporation), and no dividends 
will be paid on shares of CEC Common or CEC 
Preferred. 


According to the application the CEC Preferred will 
have a liquidation preference and will be either 
subject to mandatory redemption or redeemable at 
the option of the holder, as described below. If the 
Benchmarks are met during the prescribed 
Benchmark Period (anticipated to be January 1, 
1981 to December 31, 1990), the CEC Preferred 
would have a per share liquidation preference equal 
to one share of Conrail Common or a proportionate 
amount of any substituted or supplementary assets, 
and would be subject to mandatory redemption by 
CEC for Conrail Common or other stock and assets 
held by CEC in substitution for the Conrail Common. 
lf the Benchmarks are not met during the 
Benchmark Period, the CEC Preferred would be 
redeemable at the option of the holder at the 
redemption price of $0.01 per share, which would be 
the per share liquidation preference under those 
circumstances. 


According to the application, 
noncontributory, employee stock ownership plan, 
which Applicant expects to be qualified under 
Section 401(a) of the Code. Participation by all 


the Plan is a 


employees of Applicant in the Plan will be 
mandatory, except that employees who are 
members of certain collective bargaining units may, 
under some circumstances, waive their rights to 
participate in the Plan. Applicant will contribute to 
the Plan 441,200 shares of CEC Preferred on or as of 
December 31, 1980, and again on or as of December 
31 of each of the next nine years thereafter. 
Applicant states that no distribution of such CEC 
Preferred will be made by the Plan during the 
Benchmark Period. If the Benchmarks are met and 
the CEC Preferred shares are redeemed by the Plan 
for the Conrail Common, or other assets then held by 
CEC, the trustee administering the Plan (“Trustee”) 
would distribute to all participants in the Plan who 
had retired or otherwise terminated their 
employment relationships with Applicant during the 
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Benchmark Period, or to a deceased participant's 
designated beneficiary or estate, the Conrail 
Common or substituted assets allocable to their 
accounts. The Trustee would distribute to each 
remaining participant (or his beneficiary or estate) 
the Plan assets allocable to his account when such 
participant retired or otherwise terminated his 
employment relationship. However, if the 
Benchmarks are not met, the Plan would be 
terminated and the Trustee would distribute to all 
participants (or their beneficiaries or estates) the 
CEC Preferred shares allocable to their accounts, 
which shares could be redeemed at the option of the 
holder for $0.01 per share. Alternatively, prior to any 
such distribution of CEC Preferred shares, the Plan 
might be amended to permit the Plan to redeem the 
CEC Preferred shares at $0.01 per share so that cash 
rather than stock could be distributed by the Trustee 
to the participants. 


Applicant states that it expects that the Plan will be 
considered by the Internal Revenue Service (“IRS”) 
as meeting the requirements for qualification under 
Section 401(a) of the Code. Thus, pursuant to 
Section 3(c)(11) of the Act, Applicant would be 
excluded from the Act’s definition of an “investment 
company.” However, Applicant states that CEC 
might be considered to fall within the definition of an 
“investment company” under the Act. Section 
3(a)(3) of the Act defines the term “investment 
company” to include any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of the value of such issuer’s total assets (exclusive of 
Government securities and cash items) on an 
unconsolidated basis. Applicant states that because 
CEC will be an issuer (of the CEC Preferred and CEC 
Common) in the business of owning or holding 
securities (Conrail Common) and because the 
Conrail Common is not a Government security, but 
rather would be an investment security, CEC may fall 
within the Act’s definition of an “investment 
company.” However, Applicant submits that CEC is 
not an appropriate subject for regulation under the 
Act. 


Applicant asserts that the substantial involvement of 
federal departments in the planning of the structure 
of CEC and the Plan, and the continual oversight of 
Applicant, CEC and the Plan by federal 
representatives, obviates the need for further 
regulation of CEC under the Act. Applicant states 
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that the Plan will be subject to direct regulation by 
the Department of Labor under ERISA and the IRS 
pursuant to the Code, and that, although CEC will not 
be directly subject to regulation under ERISA or the 
Code, its organization and operations will be 
scrutinized by several federal agencies, including: 
(1) USRA, which was involved in the structuring of 
CEC and its relationship to the Plan, reviewed the 
CEC Articles of Incorporation (“CEC Articles”) and 
has the power to monitor CEC, and to monitor any 
amendment of the CEC Articles, and (2) 
representatives of the Departments of the Treasury 
and Transportation, which were active participants 
in the process of planning CEC. In view of the 
foregoing, Applicant submits that the interests of the 
federal government and the employee participants 
are sufficiently protected, in a manner consistent 
with the Act’s purposes, so that further regulation by 
the Commission would not be necessary in the 
public interest. 


Applicant asserts that CEC should also be exempted 
from all of the provisions of the Act because CEC 
satisfies the intent and spirit of certain statutory 
exclusions from the Act. Section 3(b)(3) of the Act 
excepts from the definition of “investment 
company” any issuer all the outstanding securities 
of which (other than short-term paper and directors’ 
qualifying shares) are directly or indirectly owned by 
a company excepted from the definition of 
investment company by Sections 3(b)(1) or (2) of 
the Act. Applicant recognizes that CEC does not 
meet the technical requirements of Section 3(b)(3) 
because: (1) after December 31, 1980, its securities 
will be held by two entities, Applicant and the Plan, 
and (2) Applicant, as one of the entities owning CEC 
securities, is not a company excepted from the 
definition of an “investment company” by Section 
3(b)(1) or Section 3(b)(2). Nevertheless, Applicant 
submits that the requested exemption for CEC would 
be consistent with the statutory intent of Section 
3(b)(3) because CEC will have no _ public 
shareholders (unless and until the CEC Preferred is 
distributed in 1991) and because its corporate 
parents, Applicant and the Plan, may be considered 
not to be investment companies. 


Applicant also asserts that CEC satisfies the spirit of 
Section 3(c)(1) of the Act, which excludes from the 
definition of “investment company” any issuer 
whose outstanding securities (other than short-term 
paper) are beneficially owned by not more than one 
hundred persons and which is not making and does 
not presently propose to make a public offering of its 
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securities. That section further provides that, for 
purposes of that section, beneficial ownership by a 
company shall be deemed to be ownership by one 
person, except that if such company owns 10 per 
centum or more of the outstanding voting securities 
of the issuer, beneficial ownership shall be deemed 
to be that of the holders of such company’s 
outstanding securities (other than short-term 
paper). Applicant acknowledges that, because it 
owns more than ten percent of CEC’s voting 
securities and because it has more than 100 holders 
of its securities, CEC cannot rely on Section 3(c)(1). 
However, Applicant submits that the purpose of the 
attribution rule of Section 3(c)(1) isto prevent public 
companies from establishing subsidiary investment 
companies in order to bypass regulation under the 
Act. Applicant states that because its equity 
securities are presently not publicly traded 
securities and its debentures are not and will not be 
acquired by the public with an intent to obtain an 
interest in Applicant’s holdings of CEC securities, the 
intent of Section 3(c)(1) of the Act would not be 
served by attributing Applicant’s CEC ownership to 
its own security holders. In this regard, Applicant 
notes that CEC would be able to rely on Section 
3(c)(1) of the Act if proposed amended Rule 3c-2 
were adopted. That proposed rule, in pertinent part, 
would provide that for the purpose of Section 3(c)(1) 
of the Act, beneficial ownership by a company 
owning 10 percent or more of the outstanding voting 
securities of any issuer shall be deemed to be 
beneficial ownership by one person if and so long as 
the value of all securities of all issuers who are 
excluded from the definition of investment com- 
pany by Section 3(c)(1) of the Act owned by 
such company does not exceed 5 percent of the 
value of the company’s total assets. Applicant states 
that, although it is difficult to ascertain the value of 
the CEC stock, having assets of its own in excess of 
$4 billion, its investment in CEC would meet the 
requirements of proposed amended Rule 3c-2. 


In view of the foregoing, Applicant requests that the 
Commission, pursuant to Section 6(c) of the Act, 
grant an unconditional exemption for CEC from all 
provisions of the Act. Section 6(c) of the Act 
provides, in part, that the Commission may exempt 
any person, security, or transaction, or any class or 
classes of persons, securities or transactions, from 
any provisions of the Act or of any rule or regulation 
under the Act, if and to the extent that such 
exemption is necessary or appropriate in the public 
interest and consistent with the protection of 
investors and the purposes fairly intended by the 
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policy and provisions of the Act. Applicant submits 
that exemption of CEC from the provisions of the Act 
is consistent with the purposes of the Act because 
CEC is not affected with a national public interest of 
the type intended to be regulated under the Act and 
because CEC does not present the dangers against 
which the Act was designed to protect. 


As noted above, Applicant expects that the Plan will 
be considered by the IRS as meeting the 
requirements for qualification under Section 401(a) 
of the Code and consequently, does not seek 
exemptive relief from the Act for the Plan. 
Accordingly, the requested order pursuant to 
Section 6(c) of the Act will not be issued until such 
time as Applicant files an amendment to its 
application advising the Commission that the Plan 
has received a determination from the IRS stating 
that it is qualified. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 17, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on this matter accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. After the filing of 
the aforementioned amendment to the application, 
and as provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
any any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Volume 20, No. 7, July 8, 1980 


INVESTMENT COMPANY ACT OF 1940 
Release No. 11233/June 26, 1980 


In the Matter of 


BNP U.S. FINANCE CORPORATION 
c/o Peter H. Darrow, Esq. 

Cleary, Gottlieb, Steen & Hamilton 
1 State Street Plaza 

New York, New York 10004 


(812-4658) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 6(c) EXEMPTING 
APPLICANT FROM ALL PROVISIONS OF THE ACT 


NOTICE IS HEREBY GIVEN that BNP U.S. Finance 
Corporation (“Applicant”) filed an application on 
April 10, 1980, and amendments thereto on June 4, 
1980, and June 20, 1980, for an order of the 
Commission pursuant to Section 6(c) of the 
Investment Company Act of 1940 (“Act”) exempting 
Applicant from all provisions of the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


Applicant states that it was organized under the laws 
of Delaware on April 3, 1980, solely for the purposes 
described more fully below. All the outstanding 
shares of capital stock of Applicant, when issued, 
will be purchased by Banque Nationale de Paris 
(“BNP”), a French commercial bank, or by a wholly- 
owned subsidiary of BNP. 


In connection with a proposed issuance of 
commercial paper in the United States, BNPfiled an 
application for an order of the Commission pursuant 
to Section 6(c) of the Act exempting it from all 
provisions of the Act, which was granted on August 7, 
1979 (Investment Company Act Release No. 
10813). The pending application states that if such 
commercial paper were issued directly by BNP, the 
payments constituting interest on the commercial 
paper notes could be subject to French withholding 
tax. BNP has been informed that, if such a tax were 
imposed, its commercial paper would have to beara 
higher interest rate than other commercial paper of 
similar maturities with a similar credit rating. BNP 
states that potential investors might be reluctant to 
purchase commercial paper subject to withholding 
tax because of the uncertainties and paper work 
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involved to claim the credit. The sole business of 
Applicant will be to deposit with, or loan to, BNP the 
proceeds of the sale of commercial paper or other 
securities, and substantially all of its assets will 
consist of amounts receivable from BNP. BNP will 
unconditionally guarantee payment on any security 
issued by Applicant. 


BNP is a foreign bank holding company registered 
with the Board of Governors of the Federal Reserve 
System (“Federal Reserve Board”) and is subject to 
the provisions of the Bank Holding Company Act of 
1956 (“1956 Act”). Since 1974, BNP has filed with 
the Federal Reserve Board an annual report 
containing detailed information with respect to BNP 
and its subsidiaries. In the future such annual 
reports by BNP will include information concerning 
Applicant. Applicant states that the scope of BNP’s 
activities in the United States is limited by and 
regulated under the 1956 Act, which provides, in 
part, that the Federal Reserve Board has the power 
under certain circumstances to terminate certain 
United States activities of BNP or to terminate BNP’s 
control of Applicant. 


Applicant proposes to issue and sell commercial 
paper notes in minimum denominations of 
$100,000 in the United States through commercial 
paper dealers to the types of investors that ordinarily 
participate in the United States commercial paper 
market. In the alternative, BNP may issue the 
commercial paper directly. BNP and Applicant 
believe that the aggregate amount of commercial 
paper that will be outstanding in the first year will 
average $150-200 million. Applicant will lend to or 
deposit with BNP the proceeds of sales of 
commercial paper made by Applicant except for 
amounts needed to repay maturing securities issued 
by Applicant and to meet its expenses. 


Applicant plans to sell the notes without registration 
under the Securities Act of 1933 (“1933 Act”), in 
reliance upon an opinion of its special legal counsel 
in the United States that, under the circumstances of 
the proposed offering, the commercial paper would 
be entitled to the exemption from the registration 
requirements of the 1933 Act provided for certain 
short-term commercial paper by Section 3(a)(3) 
thereof. Applicant will not proceed with its proposal 
offering until it has received such opinion letter. 
Applicant does not request Commission review or 
approval of such opinion letter and the Commission 
expresses no opinion as to the availability of any 
such exemption. Applicant further represents that 
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the presently proposed issue of securities and any 
future issue of its debt securities in the United States 
shall have received, prior to issuance, one of the 
three highest investment grade ratings from at least 
one of the nationally recognized investment rating 
organizations and that its United States counsel 
shall certify to the Commission, if requested, that 
such rating has been received; provided, however, 
that no such rating shall be required to be obtained, 
if in the opinion of United States counsel for 
Applicant, such counsel having taken into account 
for the purposes thereof the doctrine of “integration” 
referred to in various releases and no-action letters 
made public by the Commission, an exemption from 
registration is available with respect to such issue 
under Section 4(2) of the 1933 Act. Applicant 
represents that the commercial paper notes will be 
direct liabilities of Applicant and will rank pari passu 
among themselves and with all other unsecured 
debt of Applicant. The guarantee of BNP will rank 
pari passu with all other unsecured debt of BNP, 
including its deposit liabilities. 


Applicant undertakes to ensure that each dealer in 
the commercial paper will provide each offeree with 
a memorandum describing the business of BNPand 
Applicant and containing BNP’s most recent 
publicly available financial statements, audited in 
accordance with French auditing practices. 
Applicant states that the offering memorandum will 
include a paragraph highlighting the material 
differences between French accounting standards 
applicable to French banks and generally accepted 
accounting principles employed by United States 
banks. Applicant represents that the memorandum 
will be updated as promptly as practicable to reflect 
material adverse changes in BNP’s financial status 
and will be at least as comprehensive as those 
customarily used in offering commercial paper in 
the United States. Applicant states that it may make 
future offerings of its\debt securities in the United 
States, and that such debt securities will be 
unconditionally guaranteed by BNP. Applicant 
undertakes further to ensure that, in connection with 
any such offerings, offerees will be provided with 
disclosure documents at least as comprehensive in 
their description of BNP and its business and 
financial statements as the memorandum in the 
presently proposed offering. Applicant consents to 
having any order granting the relief requested under 
Section 6(c) of the Act expressly conditioned upon 
its compliance with the foregoing undertakings 
concerning disciosure documents. 
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The applicant states that Morgan Guaranty Trust 
Company of New York or the Commission will be 
authorized to accept service of process in any action 
against Applicant or BNP based on the commercial 
paper or the guarantees relating thereto and 
instituted in any state or federal court by the holder 
of any commercial paper note. Applicant and BNP 
expressly submit to the jurisdiction of any state or 
federal court in the City and State of New York in 
respect of any such action. Such appointment of an 
authorized agent to accept service of process and 
such consent to jurisdiction shall be irrevocable 
until all amounts due and to become due in respect 
of the commercial paper notes have been paid. 
Applicant and BNP will also be subject to suit in any 
other court in the United States which would have 
jurisdiction because of the manner of the offering of 
the commercial paper or otherwise. The application 
also states that Applicant and BNP will similarly 
consent to jurisdiction and appoint a United States 
agent for service of process in any action based on 
any future offerings of debt securities that it may 
make in the United States. 


Section 3(a)(3) of the Act defines investment 
company to mean “any issuer which is engaged or 
proposes to engage in the business of investing, 
reinvesting, owning, holding, or trading in securities, 
and owns or proposes to acquire investment 
securities having a value exceeding 40 per centum 
of the value of such issuers total assets (exclusive of 
government securities and cash items) on an 
unconsolidated basis.” Applicant states that it may 
be considered to be an investment company as 
defined under the Act. 


Section 6(c) of the Act provides, in part, that the 


Commission, by order upon application, may 
conditionally or unconditionally exempt any person 
from any provisions of the Act, if and to the extent 
that such exemption is necessary or appropriate in 
the public interest and consistent with the protection 
of investors and the purposes fairly intended by the 
policy and provisions of the Act. 


Applicant asserts that the rationale for the 
exemption granted to BNP extends to Applicant 
because of the close relationship between the two 
companies and because the obligations of Applicant 
will be guaranteed unconditionally by BNP. The sole 
business of Applicant will be to operate as a 
financing vehicle for BNP. Applicant states that its 
revenues will be adequate to service fully its 
obligations under the commercial paper notes 
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because its charges or its loans to BNP will be fixed 
to ensure an adequate income flow. Applicant 
concludes that the purpose of the commercial paper 
notes will be the equivalent of purchasing 
obligations of BNP. BNP has been granted an 
exemption from the provisions of the Act pursuant to 
Section 6(c) of the Act and Applicant argues that, if, 
instead, it is used as a financing vehicle, the same 
policy considerations should apply and Applicant 
should be granted an exemption. Applicant also 
asserts that the public policy concerns which led to 
the enactment of the Act are not applicable to 
Applicant and that the holders of Applicant’s 
securities do not require the protection afforded by 
the Act. 


NOTICE IS FURTHER GIVEN, that any interested 
person may, not later than July 21, 1980, at 5:30 
p.m., submit to the Commission in writing, a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a 
hearing thereon. Any such communication should 
be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SEC DOCK’ 539 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 724/June 26, 1980 


AND 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 16935/June 26, 1980 








LITIGATION 





Litigation Release No. 9111/June 20, 1980 


SECURITIES AND EXCHANGE COMMISSION v. 
ROBINEX INTERNATIONAL, LTD. United States 
District Court for the District of Columbia, Civil 
Action No. 80-1530 


The Commission announced today that it filed inthe 
United States District Court for the District of 
Columbia a civil injunctive action against Robinex 
International, Ltd. (“Robinex”), Hollywood, Florida. 
The Commission’s Complaint alleges violations of 
the reporting provisions of the federal securities laws 
and seeks a Judgment of Permanent Injunction and 
Other Relief. 


The Complaint alleges that Robinex as part of a 
continuing course of violative conduct, has failed to 
file its Annual Report on Form 10-K for its fiscal year 
ended January 31, 1980, required to have been filed 
with the Commission by April 30, 1980. 


The Complaint requests that the Court order Robinex 
to file forthwith, with the Commission, its Annual 
Report on Form 10-K for its fiscal year ended January 
31, 1980. In addition, the Commission requests that 
the Court enjoin Robinex from further violations of 
the reporting provisions of the federal securities 
laws. 





Litigation Release No. 9112/June 23, 1980 
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UNITED STATES v. J. LYELL GINTER (D. Ore. No. CR 
79-57) 


Sidney |. Lezak, United States Attorney for the 
District of Oregon, and Jack H. Bookey, 
Administrator of the Seattle Regional Office of the 
Securities and Exchange Commission announced 
that on May 27, 1980 the Ninth Circuit of the United 
States Court of Appeals issued a memorandum 
opinion affirming J. Lyell Ginter’s two year prison 
sentence for violating the federal securities laws. 


Ginter of Bridal Veil, Oregon had pleaded nolo 
contendere to one count of unlawfully selling 
unregistered securities. His appeal, after receivinga 
two year prison sentence, was based on an argument 
that the district court based the sentence on 
unreliable information contained inthe presentence 
report. The charges against Ginter stemmed from an 
investigation into his sale of personal promissory 
notes to persons in Oregon and California. 


(For further information please see _ Litigation 
Releases 7730, 7593, 8727, and 8839.) 





Litigation Release No. 9113/June 24, 1980 


SEC v. ALLEN R. GLICK, (United States District Court 
for the District of Nevada, Civil Action No. LV-78-11, 
HEC) 


Leonard H. Rossen, Administrator of the Los Angeles 
Regional Office of the Commission, announced that, 
on June 12, 1980, the Honorable Harry E. Claiborne 
granted the Commission’s motion for leave to amend 
its complaint against Allen R. Glick. 


In the original complaint, the Commission alleged 
that Glick caused Argent Corporation to make false 
and misleading statements and to omit to state 
material facts regarding the advance of millions of 
dollars from Argent to Glick and regarding certain 
real estate transactions entered into by Argent. The 
Commission charges that this conduct constituted 
violations of Section 10(b) of the Securities 
Exchange Act of 1934 (“Exchange Act”) and Rule 
10b-5 thereunder. 


The amended complaint reasserts the original 
allegations and adds several new charges. The 
Commission alleges in the amended complaint that 
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Glick made false statements about a finder’s fee 
paid to Todd Derlachter in connection with Glick’s 
acquisition of Recrion in 1974. It is also alleged that 
Glick failed to disclose that Derlachter never 
performed any services for the $10,000 monthly fee 
he received from Argent for over five years pursuant 
to a consulting agreement. The amended complaint 
further charges that Glick failed to disclose that he 
had an arrangement and understanding with 
Tamara Rand whereby she was to receive 5% of 
Argent upon its acquisition of Recrion. The amended 
complaint states that this conduct constitutes 
violations of Sections 10(b) and 14(e) of the 
Exchange Act and Rule 10b-5 thereunder. 


The Commission also alleges that Glick made false 
statements about the impact upon Argent of a 
renovation program undertaken during 1975-1976, 
thereby violating Section 10(b) of the Exchange Act 
and Rule 10b-5 thereunder. 


The Commission seeks a permanent injunction 
against Glick. For further information, see Litigation 
Releases No. 9088 and 8187. 





Litigation Release No. 9114/June 24, 1980 


SEC v. BOOKKEEPERS, LTD., ET AL. (Southern 
District of California, CV-79-1715-N) 


Leonard H. Rossen, Regional Administrator of the 
Securities and Exchange Commission in Los 
Angeles, announced that on June 17, 1980, United 
States District Judge Leland C. Nielsen issued a final 
judgment and permanent injunction against Joseph 
Margala of Upland, California, and Jerry Whitley of 
Whittier, California, former president and vice 
president, respectively, of Bookkeepers, Ltd. 
Bookkeepers, located in Ontario, California, 
provides services to small businesses and operates 
approximately 100 branch offices throughout the 
country. 


Under the terms of the judgment, Margala and 
Whitley are enjoined from violating the antifraud 
provisions of Section 17(a) of the Securities Act of 
1933 and Section 10(b) of the Securities Exchange 
Act of 1934. They were also enjoined from violating 
Section 12(g) of the Securities Exchange Act of 
1934, which requires the registration of stock with 
the Commission. In addition, Margala and Whitley 
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were ordered to return to Bookkeepers the shares of 
stock they acquired in 1974 in a transaction which 
the Commission alleged was fraudulent. Margala 
and Whitley consented to the entry of the judgment 
against them without admitting or denying the 
allegations of the complaint. 


The final judgment came in an action filed in 1978 
by the Commission against Bookkeepers, Margala, 
Whitley and Walter Wencke, Chairman of the Board 
and controlling shareholders. The Commission 
recently obtained final judgments against Wencke 
and Bookkeepers. 


The Commission’s complaint charged the 
defendants with fraudulently issuing 2,000,000 
shares of stock to themselves in April 1974, and with 
effecting a reverse stock split thereafter. According 
to the complaint, this amounted to 1000 to 1 reverse 
stock split and reduced the number of shareholders 
from over 1000 to approximately 25. It also 
increased the ownership of Wencke, Margala and 
Whitley to approximately 90% of the company. 


Under the judgments obtained by the Commission, 
the former shareholders of Bookkeepers will be 
restored to the ownership position they occupied 
before the April 1974 transactions at no cost to 
themselves. In addition, Bookkeepers will register its 
stock with the Commission. 


As a result of a previous order issued by Judge 
Nielsen, Bookkeepers is underthe management and 
control of a court appointed trustee, Nr. R. N. Gould 
of San Diego. 


Last month, in a related criminal action in San Diego 
federal court arising from the same transactions, 
Margala was convicted of 15 counts of securities and 
mail fraud and Whitley pleaded guilty to one count of 
being an accessory after the fact. Wencke, who was 
indicted along with Margaia and Whitley, has not 
appeared for his trial and remains a fugitive. Wencke 
failed to appear late last year to begin serving a five 
year prison sentence resulting from his conviction in 
a previous fraud case. A warrant for his arrest has 
been issued and authorities are continuing their 
search for him. For further information See Litigation 
Release Nos. 8328 - March 14, 1978; 8937 - 
December 3, 1979; 8865 - December 31, 1979; and 
9078 - May 7, 1980. 
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Litigation Release No. 9115/June 25, 1980 


UNITED STATES OF AMERICA v. RUSSELL REED, 
ALSO KNOWN AS “STEPHEN WHITNEY”, JAMES S. 
DOYLE AND THOMAS FRANCIS RYAN, 79 Crim. 
515(S) (E.D.N.Y.) 


Edward R. Korman, United States Attorney for the 
Eastern District of New York, and Stephen L. 
Hammerman, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on June 10, 1980, 
defendants Russell Reed, also known as Stephen 
Whitney (“Reed”), of Clinton Corners, New York, 
James S. Doyle (“Doyle”), of Brentwood, New York, 
and Thomas Francis Ryan (“Ryan”), of Kings Park, 
New York were sentenced by the Honorable George 
C. Pratt, United States District Judge for the Eastern 
District of New York, following their convictions by a 
jury. Defendant Reed was sentenced to (1) five years 
imprisonment on each of three counts (one of which 
was suspended), to run concurrently; (2) two years 
imprisonment on each of two counts, to run 
concurrently, however, consecutive to the five year 
terms; (3) five years probation; and (4) a $23,000 
fine. Defendants Doyle and Ryan were each 
sentenced to two years imprisonment on each of five 
counts, to run concurrently, and three years 


probation. All but three months of defendants Doyle 
and Ryan’s terms of imprisonment were suspended. 


Prior to sentencing, Judge Pratt ruled against 
defendant Reed’s motion to be released from jail on 
the ground that he had been illegally extradited from 
outside the United States. Defendant Reed did not 
appear at the trial and was convicted in absentia. 


Defendants Reed, Doyle, and Ryan were each 
convicted of five counts of conspiracy, securities 
fraud, and mail fraud in connection with the 
purchase of approximately $2 million in securities at 
the Huntington, New York branch office of Shearson 
Hayden Stone, Inc. (now known as Shearson Loeb 
Rhoades, Inc.), where defendants Doyle and Ryan 
were then employed. In a related civil injunctive 
action, Final Judgments of Permanent Injunction by 
Consent were issued by the Honorable Henry F. 
Werker against defendants Reed, Doyle, and Ryan in 
SEC v. Russell Reed, et al., 78 Civil 5581 (S.D.N.Y.). 


For further information, see Litigation Release Nos. 
9052, 8881, and 8677. 
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Litigation Release No. 9116/June 25, 1980 


SEC v. JOHN P. HUBERTY (District of Minn., Civil 
Action File No. 4-80-330) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on June 13, 1980, U.S. 
Magistrate J. Earl Cudd entered a Temporary 
Restraining Order restraining and enjoining John P. 
Huberty of Minnetonka, Minnesota, from violations 
of the antifraud provisions of the Federal securities 
laws. In addition, the Order restrained Huberty from 
disposing of any assets and destroying any of his 
books and records. The Order further froze 
Huberty’s assets, except that he was allowed 
$750.00 for subsistence expenses until June 19, 
1980, at which time a hearing will be held to show 
cause why a preliminary injunction should not be 
granted. Upon Huberty’s consent, a receiver (as yet 
unnamed) was appointed to take possession of 
Huberty’s assets and property, and to hold them 
subject to further order of the court. 


The Commission’s Complaint, which was filed on 
June 13, 1980, alleged that Huberty had violated the 
antifraud provisions in obtaining approximately $1.3 
million from at least 35 individuals and entities 
purportedly for the purchase of securities. The 
Complaint further alleged that instead of purchasing 
securities, Huberty used the funds to purchase 
commodities for his own account, speculate in 
interest rate futures, and buy real estate for himself. 


In addition to seeking a freeze on Huberty’s assets 
and the appointment of a receiver, the Complaint 
further requested that Huberty disgorge any and all 
funds received in connection with the above- 
described securities transactions. 
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